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INDIVIDUALISM AND THE ROLE OF THE STATE IN ECONOMIC GROWTH* 


Economic growth can be viewed as a broadening of the range of alterna- 
tives open to society. Clearly, technological and resource constraints are 
likely to be so compelling and overriding in primitive or underdeveloped econ- 
omies as to leave comparatively little scope for the exercise of choice--either 
individual or social. On the other hand, the situation is quite different--at 
least in degree--at more advanced stages of economic development, At these 
stages, one of the principal manifestations of this broadening in the range of 
alternatives is precisely the greater opportunity to exercise choice over the 
form in which choices in the economy become institutionalized. This, in turn, 
requires a delineation of the spheres of public vs. private choice and a deter- 
mination of the relative weight of each sphere, 


One of the aspects of individualism, and possibly the one most relevant 
for our purposes, is the scope for individual choice and decentralized decision- 
making in the economic sphere. Ina preponderantly free enterprise market 
economy the institutionalization of these ingredients of individualism is more 
or less automatically assured. This does not, however, mean that this system 
necessarily assures equal scope for the exercise of choice on the part of all 
individuals in the economic system, or that it provides a greater scope for in- 
dividual choice than an alternative system might. In contrast to preponderantly 
free enterprise market systems, in economies in which the public sector looms 
quite large, the scope for individual choice and decision making may be more 
a function of the political rather than the economic system. Thus the mechan- 
ism through which economic policy is formulated and the role of the ballot box 
in economic policy formulation become major conditioning factors. 


In essence, what this suggests is that there is a potentially positive cor- 
relation between individualism and economic development. The extent to which 
this potential is translated into reality will depend upon the role played by indi- 
vidual choice and initiative in resource allocation, regardless of whether the 
choices and decisions are in fact arrived at primarily within the confines of the 
economic or political process. With this context in mind, let us attempt to 
spell out some of the factors and variables that are likely to condition the role 
the state may be expected or forced to play in the process of economic growth 
and its impact upon the position of the individual. 





* Read at the January 1957 meeting of the American Council of Learned 


Societies, Panel II on Economic Growth and the Individual. 
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II 


In analyzing the role of the state in the process of economic growth, the 


following elements may be considered as essential: 


i, 


The hierarchy of objectives, goals, and ends of economic development.. 





This necessarily involves an examination of both the qualitative ang 
quantitative aspects, that is, the character, range, and variety of the 
ends sought as well as the level to be attained. The interplay of these 
dimensions of content, range, and level will be one of the principal fac. 
tors defining the ambitiousness of the particular economic development 
program. In respect to content, several broad categories of objectives 
or motivations may be cited, for instance, those revolving around na- 
tionalism and those related to a striving for rising standards of living, 
In a sense, these might be considered as ultimate ends which need to 
be, and are in fact, broken down into a series of derived and possibly 
more concrete goals. Thus, at the stage when these objectives are 
disaggregated and sorted out as to the ranges and levels involved, they 
inevitably tend to become competitive rather than complementary enti- 
ties in the sense that under ceteris paribus assumptions, the wider the 
range, the lower will have to be the level, and vice versa. 





The time horizon in economic development--This entails a definition of 
the rate at which the goals are to be attained. Ina sense, it is but an- 
other aspect of the hierarchy of objectives, since rapid or leisurely 
growth may be an explicitly stated end in and of itself. 





The means available for attaining--at the desired rate--the content, 
range, and level of ends explicitly or implicitly formulated. Here one 





would have to consider such variables as resource and factor endowments , 


and the state of the arts prevailing in the particular economy. 


The structure and character of institutions: social, economic, and poli- 
tical--This is possibly the most complex of all the categories listed 
here. The considerations most relevant for our purposes revolve around 
the rigidity of the institutional framework, its capacity to generate, ab- 
sorb, and adapt itself to economic change and to the disruptive forces of 
industrialization. This would mean investigating factors such as the pre 
vailing value system, class structure, social mobility, contractual and 
legal arrangements, degree and character of urbanization, land tenure 
system, degree of commercialization and monetization, character and 
structure of state organization, structure of political power, etc. How 
ever, analysis of these variables is greatly complicated by virtue of the 








fact that some of them are rather intangible, while their particular chem: 


ical max--that is, the nature of combinations and interaction between the 
different institutional factors--and the reaction produced may be quite 
unpredictable. In effect, it is much easier to provide ex post facto ral 
onalizations or explanations as to why and in what ways certain types of 
institutional structure were more conducive to industrialization than 
others, than to assess ex ante the height and the tensile strength of insti- 
tutional barriers and their resistance to economic development. 











1sti- 
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The relative backwardness of the economy--From an economic point of 
view, relative backwardness--and the emphasis should be on relative-- 
involves certain advantages and disadvantages. The disadvantages lie 
principally in the field of foreign trade, while the so called "advantages 
of backwardness'' may be found in the realm of technology. Thus indus- 
trially advanced countries enjoy certain competitive advantages in world 
markets, and particularly in the markets of the underdeveloped areas 
themselves. This in and of itself can under certain conditions become a 
major handicap in the industrialization of backward countries. On the 
other hand, as Professor Gerschenkron has pointed out, one of the essen- 
tial ingredients of relative backwardness is a gap in the levels of tech- 
nology used and applied. Therefore the backward country can reap large 
potential gains by importing advanced technology from abroad and thus, 
in effect, make a technological leap from comparatively primitive to 
highly advanced levels. 





At this point another aspect of relative backwardness may be use- 
fully introduced, namely the gap in material welfare or standards of 
living, and the gap in national power produced by differences in levels of 
industrialization. All three of these gaps--in consumption, technology, 
and power--could be viewed as different aspects of a ''demonstration ef- 
fect’ through which the gulf between a potential and actual state is force- 
fully brought home. Characteristically, it is in this shape that the 
pressure for industrialization of backward countries is manifested. 

Once the disequilibrating and innovating forces of modernization, indus- 
trialization, and urbanization have been introduced on an appreciable 
scale,! one could say that, ceteris paribus, the greater the relative 
backwardness, the more acute will tend to be the "tension" arising from 
this chasm between the potential and the actual, and thus the greater will 
be the pressure for industrialization. 





Given the five categories of elements and variables considered above, 


we are now in a position to state our hypothesis concerning the conditions under 
which the state will tend to play a greater or lesser role in the process of eco- 
nomic growth. On this basis then one could say that: 


a. 


The greater the range of ends and the higher the level of attainment 
sought; 


the shorter the time horizon within which the ends are to be attained, 
that is, the more rapid the rate of economic growth desired; 


the more unfavorable the factor and resource endowments; 


the greater the institutional barriers to economic change and industriali- 
zation; and 


the more backward the economy in relative terms 








This scale effect is, of course, both crucial and indeterminate, in the 
sense that what will be the operationally significant range will inevitably 


vary from country to country, depending upon size, institutional frame- 
work, etc, 
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the greater will tend to be the urge, push, and pressure for massive state 

intervention and initiative in the process of industrialization, and at the sam. 
time, the greater will be the need for such intervention if a breakthrough, ‘ 
rather than a breakdown, is to be attained. 


III 


Assuming that the state is compelled to make a major commitment on 
behalf of industrialization, what types of measures may the state be expected 
to adopt and what effect may these have upon the position of the individual, or 
more specifically, upon the individual choice and decentralized decision- 
making in the economic sphere? From this point of view, a sharp distinction 
needs to be made between the elements and the degree of state power applied 
in the process of economic growth. 





In analyzing the qualitative aspects of state intervention affecting the 
economic sphere, one could perhaps distinguish between five categories of ac. 
tion: provision of social overhead, provision of economic overhead, application 
of direct and indirect levers and controls, government operation of enterprises | 
extending beyond the overhead sectors, and central planning. 


Provision of social overhead might entail maintenance of law and order 
in the society, provision and enforcement of legal and contractual obligations, | 
supply of educational, health, and social welfare facilities, assumption of 
military and defense functions, etc. In effect, these are categories of action 
which to the extent that they are provided at all, are usually furnished by pub- 
lic rather than private agencies. 





Provision of economic overhead may involve the institution of central 
banking and of monetary and fiscal facilities, the development of a highway and , 
railroad network and of other public utilities. 





| 


Application of direct or indirect levers and controls may be basedona | 
wide variety of measures, such as introduction of tariffs, railroad rate discri- 
mination, tax privileges and other types of subsidies, rationing of goods and 
of credit, price controls, etc. 





Government operation of enterprises extending beyond the overhead set- 
tors may range from management of some industries, or a few firms in differ: | 
ent industries, to public ownership of all means of production. ( 











Central planning may involve more or less total concentration of econom«| 
decision-making in the hands of a national planning board. 





Admittedly, this fivefold classification is arbitrary, and the line of de- 
marcation between the different categories is quite blurred. Yet, in terms 
their effect upon the exercise of individual choice and initiative, they present 
qualitatively rather significant differences. Thus, most of the items in the 
first two categories belong to what, in industrializing societies at least, até 
usually considered as the minimal and essential functions of a state. In con- 
trast, centralized and comprehensive planning combined with total governmeni 
operation of the economy may be regarded as maximum functions. One of the | 
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key questions that needs to be posed in this context is which one, or which com- 





ny { bination, of categories will the state use to promote economic development? 

Whichever means it uses, how massively, to what degree, and with what inten- 
sity will it apply its power to the provision of these different categories ? 
Moreover, how will particular kinds and degrees of state intervention affect 
factor supply, particularly the supply of capital and entrepreneurship? 

) 

t on It may turn out that the more massively and rapidly the state provides 
ected what can be considered its minimum functions, the less may be the pressure or 
ul, or the need for it to provide the maximum functions. Therefore, the reliance upon 
ee maxima may in effect be a function of past and current failure to provide the 
action minima. In these terms, then, one could say that a necessary precondition for 
plied the broadening of opportunities for the exercise of individual choice, individual 

| initiative, and the growth of individual values in underdeveloped countries, 

' launched on a development program, is a high degree and rapid application of 
the state power for the supply of social and economic overhead, combined with par- 
: of ac. tial controls and planning as circumstances may demand them. 
plication | 
srprises Theoretically one could, of course, visualize a system in which amidst 

| public ownership of the means of production, national planning, and resource 

allocation was--within wide limits--based upon the operation of free consumer 
order choice and consumer autonomy. Realistically, however, it would be extremely 
ations, } difficult to build sufficient checks and balances into such a Lange-like model to 
of | prevent it from slipping into a totalitarian mold. On the other hand, this is 
action much less true in the case of partial planning and partial government operation 
by pub- of enterprises, which in many situations is needed to reinforce the provision 
of social and economic overheads, if comprehensive government planning and 
management is to be avoided. 
atral 
way and The failure of the state in the minimum fields tends to be more or less 
directly reflected in capital formation and the growth of entrepreneurship. Thus, 
in many traditional societies, accumulations of merchant and other forms of 
dona | capital tend to be dissipated because of: (a) the absence of adequate and contrac- 
ediscri-| tual arrangements to protect these holdings from the more or less arbitrary 
is and ravages of officialdom, and (b) the failure of the state to institute a social secur- 


ity system, so that old age assistance, poor relief, and similar functions must 

be privately assumed through the family and kinship system. At the same time, 
ead sec- | condition (a) tends to reinforce the economic risks of various types of business 
in differ- and industrial investments. Moreover, the same condition further encourages 
the flow of capital into land investment, which in an environment of acute popu- 
| lation pressure and agrarian value orientation, represents one of the safest 


f economt | and most profitable forms of holding. However, from the standpoint of the econ- 

| omy, this is merely a transfer payment, ultimately representing a leakage of 
investment into consumption. In effect, then, this is a milieu in which the 

» of de- state--through sins of commission and omission--tends to undercut actual and 

erms of potential sources of capital accumulation, while at the same time making its 

present contribution to the narrowing of business opportunities. Under these conditions 

in the the scarcities of entrepreneurial and technical talent tend to be further intensi- 

st, are fied through the neglect of education facilities. Moreover, to the extent that 

In con- ‘ome education is provided, its orientation is frequently inhospitable to the 

yernmen! growth of scientific and technical knowledge. 

ne of the | 


: Viewed in these terms, perhaps one of the most important contributions 
the pre-industrial European city made to the industrialization of the continent 
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was that it provided a legally and more or less militarily protected haven for 
the accumulation and conservation of capital, and for its investment in fields 
that were eminently productive from a point of view of economic development 


Amidst such circumstances, the formidable barriers to modernization 
and industrialization are likely to be perpetuated, while economic, SOcial, and 
political tensions mount under the impact of innovating influences ushered jp.. 
as a rule--through foreign contact. Unless some means are found for alleyj. 
ating these tensions through a process of change and adaptation, the potentially 
explosive forces in society may be expected to burst forth, sweeping away the 
old order, capturing the state, and using it as a total and far-reaching instru. 
ment for mounting an industrial revolution. 


On this basis, one could argue that if India, for instance, wishes to 
avoid a totalitarian path to industrialization, her current plans and efforts do 
not provide for enough, rather than for too much, state intervention, Thus the 
large gap in the financial resources available for the implementation of the 
Second Five Year Plan may be a symptom of the inability and the reluctance of 
the Indian state to mobilize the means adequate for the implementation of the 
ends sought. But, even more fundamentally, perhaps, the inadequacy of the 
government efforts to spread adult education--both basic and technical educa- 
tion--rapidly, may be an important factor in inhibiting the attainment of cer- 
tain economic objectives, while at the same time it serves to reinforce the 
great gulf between the small elite and the rural masses--a factor representing 
marked potential dangers in the political realm. 


To sum up this phase of my argument, it may perhaps be useful to at- 
tempt to work with the concept of an ''optimum level and pattern of state inter- 
vention" parallelling other optima--e.g., the optimum propensity to consume-- 
incorporated in different types of economic and social science models. For 
our present purposes, this optimum would have to be defined in relation to 
two broad sets of objectives, i.e., striving for rising standards of living com- 
bined with an increase and/or preservation of the scope for the exercise of 
individual choice and initiative. The definition would also have to take account 
of the specific circumstances in each case, particularly in relation to the qual- 
itative and quantitative aspects of state intervention, and to the variables listed 
in Section II above. 


IV 


We have discussed thus far the role the state may need to play in the pro- 
cess of economic growth without any reference to the character of the state an? 


its capacity to perform the tasks required of it. Historically, however, partic: | 


ularly in the underdeveloped countries, the state--and the social structure 

which it was based--was one of the very agencies hampering economic develop: 
ment. The same conditions that create the need for massive state intervention 
in one form or another, also tend to breed a type of state which is singularly 

unequipped to intervene effectively on behalf of economic development. Thats, 
economic backwardness is usually associated with political and other forms of 
backwardness. 


Thus in China, for instance, the state has played a passive to actively 
negative role vis a vis the economy. The very concept of economic change an¢ 
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economic dynamism was alien to such a society with the nexus between economic 
growth and national power and/or welfare only very dimly understood, if per- 
ceived at all. The function of the economy was a largely static one, being 
charged with the primary task of supporting the ruling elite. Therefore, the 
state assumed very few responsibilities in the economy, beyond assuring that 

it would provide a stable, continuing, and adequate source of revenue for the 
imperial household and the gentry-bureaucracy. 


The continuing failure of the traditional Chinese state to respond to the 
challenge of modernization, the institutional rigidities permeating the traditional 
social structure, the incapacity and unwillingness of the ruling classes to come 
to terms with change, their inability to understand the character of the innovat- 
ting influences and to follow a policy of enlightened self-interest, have all served 
to retard the process of industrialization for so long that cumulative tensions of 
such explosive proportions were generated that they could no longer be contained, 
while at the same time perhaps nothing short of such an explosive force could 
have broken the shackles of the old order and swept away the barriers to economic 
growth. The violent eruption of the Chinese economy into what seems to bear the 
earmarks of an industrial revolution under totalitarian control can thus be viewed 
as an illustration of a resort to maximum solutions in the face of repeated and 
continued failure of the old state to perform and furnish the minimal functions re- 
ferred to in the preceding section. 


This course of development contrasts sharply with that experienced in 
Japan, where the breakdown of the old order accelerated by innovating influences 
produced a realignment of elites. The new elite, which bore some continuity 
with the old, then set out very deliberately to use the state as an instrument for 
modernization and industrialization. In doing this, the state from the outset 
paid major attention to developing rapidly the social and economic overhead sec- 
tors and to provide a general framework within which all types of enterprises, 
private and public, large and small, would grow. The state in effect conceived 
its role as initiator and promoter of the development process, leaving much of 
the execution to private enterprise. 


While this is not intended to suggest that the Japanese experience can 
necessarily be duplicated in other countries, and in different circumstances, it 
is worthwhile to note that the state was able to perform this kind of a role amidst 
conditions which ex ante would have seemed exceptionally unfavorable. Not only 
were factor and resource endowments poor--in many respects poorer, perhaps 
not only absolutely but relatively, than those of some major underdeveloped 
areas today--but institutional barriers were formidable too. 


However, an analysis of the conditions under which the state would or 
would not be capable of performing the functions required of it would be beyond 
the scope of this paper. Rather, I have tried to confine myself more specifically 
0 a spelling out of the conditions under which and the ways in which the state 
may be required to assume a large role in initiating and promoting economic 
developm ent without jeopardizing the growth of opportunities for the exercise of 
individual choice and initiative in the economic sphere. 


Alexander Eckstein 


Narvard University 











THE ECONOMIC AND SOCIOLOGICAL SIGNIFICANCE OF DEBT BONDAGE 
AND DETRIBALIZATION IN ANCIENT GREECE* 


Introduction 


Economic systems can be classified according to their integrative patterns, 
that is, according to the manner in which societies integrate the production an 
distribution of goods and services of the individual members of those societies, ! 
One such pattern may be termed reciprocity. Since a definite type of struc. 
ture is necessary for an integrative pattern to assert itself, reciprocity involves 
a symmetrical structure pattern in which there is reciprocal gift and counter. 
gift exchange among kinship, geographical, and other groups. 2 


A second type of integration is one which involves a centralized structure 
pattern in which the goods produced are collected--or rights over their disposal 
obtained--turned over to some central authority for storage, and eventually re- 
distributed on the basis either of religious and conventional values or arbitrary 
judgment. The scope of such action may range from the nation, tribe, or clan 
down to the family unit. Such an economy may be classified as a redistributive 
economy. 3 A third form of integration is that of exchange and this necessarily 
involves some kind of market structure. A market system is an economy in 
which the production and distribution of goods and services is contolled, regu- 
lated, and directed solely by markets. 





° At the outset, the senior author would like to acknowledge the intellectual 
debt owed by him to his friend Karl Polanyi, formerly Professor of Gen- 
eral Economic History at Columbia University and currently co-director 
of that university's 'Interdisciplinary Project on Economic Aspects of 
Institutional Growth". Some of the theoretical constructs expressed in 
this paper bear the imprint of his stimulating and provocative notions. 
Needless to add, however, neither the particular formulations employed 
nor the conclusions and results arrived at can be attributed to anyone but 
the writers, who accept full responsibility for its contents. 


he It should be noted that for purposes of analysis such integrative patterns 








are to be thought of as "pure" or "ideal'' types. In any study of an empiri: | 


cal economy, there always will be found elements of other patterns’ than tht 
predominant one. 


2. Reciprocity implies some degree of leniency since goods rarely exchange 
because they are "equal" in value. An excellent illustration of gift and 
counter-gift exchange is to be found in B. Malinowski, Argonauts of the 
Western Pacific, London, 1922, esp. Ch. 3, ''The Essentials of the Kula’. 








3. As can be seen, there is a disjunction between the production and distri- 
bution of goods under such an economic system. 
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Sociologically these integrative patterns are institutionally distinct and 
bear quite different relationships to their political and social integuments. Re- 
ciprocity and redistributive economies are distinguished by the fact that their 
economic systems are embedded in social structures which are organized pri- 
marily by the institutionalization of patterns other than those of maximizing net 
advantages. The individual is incorporated in role systems other than the occu- 
pational one where immediate gratifications and collective attachments and loy- 
alties are very important. E.g., the constitution of the kinship system on the 
basis of biological relatedness at once narrowly limits the relevance of achieve- 
ment and efficiency patterns. Under such systems, the economy and economic 
roles are not segregated out from the other sub-systems of the society and re- 
main a function of the latter in which they are contained.4 The system pro- 
duces goods and services and distributes them in consonance with the motiva- 
tions and collective goals and values which the whole societal structure fosters 
in the individuals composing that society. The economic needs of the members 
are taken care of by their families, clans, and political units. There is no such 
thing as the individual qua individual except in the rarest of cases; he is at one 
and the same time a member of a broader social unit and his wants are not only 
determined socially but provided for by the social group of which he is a part. 
Most primitive, ancient, and medieval societies have had reciprocity or redis- 
tributive economies, or some combination of the two, > characterized by some 
form of group or tribal responsibility. 3 


A market system, on the other hand, requires a different set of institu- 
tional arrangements before it can function satisfactorily. In the first place, the 
dominant value system of such a society must lay great stress upon ''economiz- 
ing" behavior. 7 In this way economic rationality becomes that value system ap- 
propriate to the economy as a sub-system of the society; it is institutionalized 
in the economy and internalized in personalities in their economic roles.®8 Ina 





4. K. Polanyi, The Great Transformation, New York, 1944, p. 49. 





5. In those primitive and ancient societies where the two are found together, 
redistribution has usually been the internal, and reciprocity the external, 
integrative pattern, although the interpenetration of both is a much broader 
phenomenon. 


6. This is not to imply that these societies have been homogeneous ones. In 
fact, most of them have been stratified communities characterized by un- 
equal distribution of income and wealth. See R. Thurnwald, Economics 
in Primitive Communities, London, 1932, p. 108. 





1. Value refers to any item of a culture which makes a statement about ac- 
tion and, at the same time, possesses these major features: (1) selection 
of alternatives, and (2) category of desirable. An institution is defined as a 
System of norms or values, that is, rules of conduct regulating behavior. 
8, 


A role is an organized pattern of performances and rewards organized a- 
round the actor in the social system under examination. It involves a set 
of complimentary expectations concerning his own actions and those of 
others with whom he interacts. 














90 DEBT BONDAGE AND DETRIBALIZATION IN ANCIENT GREECE 
society which institutionalizes ''scarcity'' economic interaction will take Place 
in the context of maximizing net advantages. For this type of orientation to 
prove effective, however, a second set of conditions becomes imperative, 
namely, that the economy as that sub-system of the society producing Utilities 
or generalized facilities for disposal by the latter must be segregated out from 
the other social structures which are organized primarily around different ins. 
tutional patterns stressing particularistic and diffuse values. Unless such ox. 
entations can be effectively excluded from an occupational role system empha- 
sizing instrumental and universalistic behavior, the latter cannot develop toa 
high degree of specialization. It is out of the question for a role system stre;. 
sing choice and ''scarcity"' to be effective when fused with or embedded ina 
kinship structure whose goals and values stress such immediate gratification 
as love and loyalty and familial obligations, and segregation of the former from 
the latter becomes all the more necessary if one remembers that freedom of 
mobility is essential to its proper functioning. Similarly there must bea sepa- 
ration of the economy from the political structure with the latter's emphasis 
upon power and authority and their allocation. Obviously maximum economic 
"efficiency" is incompatible with a social structure geared to influencing and 
controlling the actions of individuals and where evaluation of such individuals 
takes the form of assessing their contributions to political goals rather thant 
technical achievements per se. 9 In summation, for ''economizing" to take place 
over a broad range of economic activity it becomes incumbent that: (a) the m- 
jor value system of the society as transmuted through the economy be one 
stressing rational, instrumental orientation of actors within the system; and 
(b) that the economy as one of the major sub-systems of the social order be 
differentiated out from the other cognate sub-systems so that the values and 
institutions under (a) will be given a clear priority and divorced from the value- 
orientation patterns and institutional conditions to be bound in the other social 
structures. 











Though this is not the place for an extended comment, the 18th and 19h | 
centuries bore witness to the emergence of such institutional conditions and, 
with them, to the development of an unique historical phenomenon, an exchange 
system apart from rather embedded in a network of other social relationships, | 
This system with its instituted values of ''economizing'' and maximizing net at: | 
vantages followed essentially independent laws of its own which revolved aroun 
the operations of a supply-demand-price mechanism. For it to function satis- 
factorily, the economy itself had to be differentiated out from the other social / 
structures so that the factors of production would be relatively ''free" to perfor 
instrumental roles, and this could only be accomplished by bringing them witht] 
the orbit of purchase and sale. Thus land, and all that was grown on it, which | 
had served historically as man's native habitat as well as his means of subsis- 
tence, was made subject to the laws of supply and demand and given a "price’. 
Man himself was "uprooted" from his social moorings along with such alter 
tive reservation demands as might have impeded his entry into the labor force | 
and interfered with his mobility and became a fictitious ''commodity" with his 
individual and familial existence dependent upon the price he was able to obtal” 











9. Talcott Parsons and Neil Smelser, Economy and Society, Glencoe, 1956, 
Ch. 2. 
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eo 10 He was left entirely to the mercies of an impersonal mar- 
ket mechanism whose institutional system provided no room for state interven- 
tion and social control. 


The 20th century has witnessed the results of so ''artificial'' a system. 
Almost immediately, the reaction of the laborer was to be found in his self- 
identification with other workers in such voluntary economic and social organiza- 
tions as trade unions with an ethos substantially different from the values to be 
found in the market. Almost immediately, the reaction of the employer was to 
substitute monopoly for competition in the hope of protecting himself from the 
impersonal forces of the market system and controlling in some measure the 
prices of his product. With the further development of the market economy, 
both employers and employees turned to the one social agency powerful enough 
to aid them in their struggle for the security denied them by the impersonal 
forces of the market, the modern state. The former appealed to the state to 
seal him off from the competition of his international counterparts--he appealed 
for tariffs and other types of restrictive legislation. The latter appealed to the 
state for beneficial labor legislation to protect him from the vagaries of the mar- 
ket, Even the last of the rugged "individualists'"', the farmer, has been forced 
to turn to the state for protection in the form of parity arrangements and agricul- 
tural price supports. The 20th century has borne witness to this almost universal 
desire to "escape from freedom''!2 and the formal values of a competitive sys- 
tem, to reintegrate anew oneself and the economy into the social whole. 


A case study of Ancient Greece is interesting and instructive from the 
point of view of the conceptual framework described above. For most of the 
period under observation we witness the gradual dissolution of the tribal system 
with its collective responsibilities and the growth of new social and economic 
patterns centering around "individualism" and ''exchange''. While there is no 
emergence of a market system in the ideal sense postulated in this paper, some 
of the conditions necessary for its development do emerge with many of the socio- 
logical implications described above. The integrative patterns of the tribality 





10, This relatively recent and dramatic turn of history has led one writer to 
state, therefore, that "land, labor, and capital as 'agents' of production, 
as impersonal, dehumanized economic entities, are as much modern in- 
ventions as the calculus.'' Robert L. Heilbroner, The Worldly Philos- 
ophers, New York, 1953, p. 20. 





For an excellent analysis of the forces giving rise to these conditions, 
see Polanyi, op. cit., Chs. 15-16. 


The title of a most interesting book by the noted cultural psychoanalyst, 
Erich Fromm, In fact, it is in many ways the psychological counter- 
part of the institutional critique advanced in this paper. For example, 
in discussing modern man, Fromm says: "It is the thesis of this book 
that modern man, freed from the bonds of pre-individualistic society, 
which simultaneously gave him security and limited him, has not gained 
freedom in the positive sense of the realization of his individual self... 
Freedom, though it has brought him independence and rationality, has 
made him isolated and, thereby, anxious and powerless.'' Escape from 
Freedom, New York, 1941, viii. 

















92 DEBT BONDAGE AND DETRIBALIZATION IN ANCIENT GREECE 


having more or less collapsed after Homeric times, Attic man acquires a rather 
distinct individuality at the same time becoming more and more responsible be 
his own economic fortunes. !3 While the tribal emphasis upon status and the 
social values concommitant with it would not have afforded a favorable arena 
for the exercise of such initiative, the ''individualism" of later times does, Th 
ordinary Attic smallholder finds himself increasingly alone and exposed to the 
"peaceful'' economic acquisition of the period and out of the process social 
tensions arise and ''class conflicts'' are generated. The social stasis of the 
time is resolved only when he becomes reinvested in the polis, or city-state, 
which brings with it a new form of collective responsibility and substitutes jt; 
own redistributive patterns for those previously prevailing in the Homeric er, 
At least this is the authors' interpretation of the factual data of the period coy. 
ered by this paper and now presented for consideration by the reader, 


Ancient Greece 





During the second millenium B.C., the social and political organization 
of the native (Pelasgic) populations occupying the lower approaches of the Greek 
peninsula and its adjacent islands was disturbed by the southward migration of 
the Achaean tribes. The latter cultivated their lands in a more or less sporadic 
fashion constantly exposedas they were to the danger of being driven out and é&- 
prived of their possessions by invaders who could overpower them. !4. Under 
such chaotic conditions plunder, piracy, and violence were the common methods 
of wealth accumulation and maintenance. The chief was the main repository of 
such wealth, at the same time providing for the subsistence needs of his poorer 
followers. The use of force to obtain wealth and sustenance under such conii- 
tions entailed no social condemnation; rather the social ethic of the period con- 
sidered accumulation through such methods honorific. 15 





{ 


The essential features of these early life patterns appear to be insecurity, 
lack of peaceful intercourse, and a constantly shifting population. Apparently 
no conception of common identity had as yet crossed the threshold of conscious: | 
ness of the Achaean tribes. They appear to have been oblivious to their shared 
cultural and linguistic affinities. By the middle of the millenium, the Achaeans 
appear to have consolidated their hold on the peninsula and continued to domi- 
nate it until shortly after the Trojan War, when their supremacy was weakened 
by the southward migration of the Dorians, who first conquered then settled th 
Peloponnesus. 16 


tt 


It is the political, social, and economic organization of these Achaean 
tribes in the period spanned by the Trojan War and immediately thereafter thi! 
is depicted in the Homeric Epics. In fact, they furnish us with the most 


— 





i 3. Thucydides, The Peloponnesian War, BookI, Ch. 2. Unless stated 
otherwise, all primary material mentioned subsequently has been trans 
lated from the Greek into English by the authors. 








14. = Ibid. 
6. shie,, 1,5. 


16. Ibid., I, 12. 
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substantial account of these peoples of antiquity. It is important, therefore, for 
the purposes of this paper, to examine in some detail the organization of Homer- 


ic society. 


Most Achaean tribes appear to exhibit a large measure of uniformity with 
respect to their political institutions, At the head of the tribe was the king 
(BaetAeus ) whose authority in matters of war seems to have been absolute, 
whereas in other respects his exercise of power was to some extent modified by 
the interposition of other elements of social direction and responsibility. Direct- 
ly below the king in the political hierarchy was the council, The latter was com- 
posed of the various noble heads of influential families and large landowners. 

Age and experience as desirable social traits requisite to high political status 
may be seen from the appellation applied to these individuals, namely gerontes, 
or old men.!7 The base of the political structure consisted of the assembly, an 
aggregation of the citizenry-at-large., It was not a democratic body in the sense 
that it was empowered to enter upon substantive discussions and the formulation 
of resolutions binding upon the king and nobility, 18 but was rather a common 
meeting place in which announcements of collective import were made or where 
military messages and information was received. The interpretation has been 
offered that the assembly might have been used by an astute king ''as a means of 
gauging public opinion". 19 


Socially the life of a member of these early Greek collectivities involved 
successive layers of fealty and responsibility, to the genos or extended family, 
to the phratry, and to the tribe. 20 This strong feeling of collective solidarity 
is attributable to interpenetrating kinship ties as well as to the presumption of 
acommon ancestry frequently traceable to some mythical progenitor. o 


It must not be assumed, however, that extreme egalitarianism pervaded 
the social structure of ancient Greek society. If anything, there is much evi- 
dence of social differentiation based upon considerations of birth and land owner- 
ship, At the base of the social pyramid were to be found the slaves, an essenti- 
ally alien element forced into this status through captivity. Above them were 
located the broad masses of the population; beyond the latter were a small class 
ofordinary" persons, the hetairoi, whose higher social status was the result 
of certain affiliations with the nobility. The latter, in turn, were primarily 
large landowners wielding both economic and political power. At the summit 
of the pyramid there stood, of course, the king. 22 





17, The same social attitude may be observed in later Sparta, where one of 
the deliberative assemblies, or ''Councils of State'', was designated as 
the gerousia, i.e., one composed of the "oldsters" of the state. 


18 B. E, Hammond, The Political Institutions of the Ancient Greeks, London, 
1895, pp. 23ff., for an exposition of political institutions in tribal Greece; 
also A, Andrews, The Greek Tyrants, London, 1956, p. 10. 








19. A. G. Keller, Homeric Society, New York, 1902, p. 265. 





20. A. E, Zimmern, The Greek Commonwealth, Oxford, 1911, p. 67. 
21, 





G. Grote, A History of Greece, London, 1846, Vol. I, p. 165. 
22. Keller, op. cit., pp. 268ff. 
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Agriculture and stock-raising were the main occupations of the Homeric 
Greeks with hunting representing the vestigial remains of the older nomadic 
habits. Cattle, swine, sheep, and goats were the common animals. The owner. 
ship of horses was the exclusive prerogative of rich and noble families, Most 
of the necessities were produced directly in the self-contained household (oikos) 
which supplied not only food, but clothes, furniture, agricultural implements. | 
and footwear.*? Work carried with it no invidious distinctions or social odium } 
On the contrary, even the nobility and kings worked and were proud of their 
achievements. 24 While the houseless-hired workers in the fields received pay. 
ments in natura, 25 they as well as the slaves still formed a part of the house. ( 
hold as a social and productive unit with treatment modified by custom and 
religion. 26 

3 

Externally there were no extensive trade relations at that time since com. ! 
merce was ina most rudimentary state. Such seafaring and other traders as 
existed were constantly being exposed to hardships both at the hands of hostile 
people and the elements. When long-distance trade did take place, it usually 
involved barter and gift exchanges. 27 Actually the key to ancient society lay in 
the use of force and wealthy, in the torm of treasure, was obtained through 
forays by land and piracy by sea. 28 The treasure was then used to obtain allies ? 
for further warlike expeditions through the giving of gifts and bribes. Thus } 
Agamemnon, during the period of the Trojan War in the thirteenth century B,C., 
having inherited the vast wealth and therefore power of his original forebear 
Pelops, was able to succeed in collecting an expedition against Troy by offer- 
ing gifts and bribes to his fellow chieftains, especially the Arcadians, to follow 
him into battle. 29 Similarly, he was willing to offer Achilles, if he would 





23. Thus Alkinous' and Odysseus' households each boast of 50 female slaves 
attending to such common household chores as weaving, grinding grain, 
laundering, tending the loom, etc. 


24. Thus Odysseus in challenging a suitor, states: ''Eurymachus, if there were 
a match at labor, between us two, upon the grass and in the spring-time 
when the days are long; I should have a well-curved scythe and you would 
have, similarly, another, so that we may test our capacity to work, fastin | 
till dark and with grass still in plenty. Or if again we should matchat 4 
driving oxen--the best, tawny and large--both well-fed with grass, of the 
same age and of equal strength, and if there would be a field of four ‘acres 
capable of being ploughed; then you would see me cut an even and unbroken 
furrow before me.'' Homer, The Odyssey, Book XVII, 366-375. ? 


25. Keller, op. cit., p. 84. , 


26. M. Rostovtzeff, A History of the Ancient World, Oxford, 1926, transl. 
J. M. Duff, Vol. I, p. 185. 





27. Keller, op. cit., p. 88; also G. Glotz, Ancient Greece at Work, New | 
York, 1926, p. 54. 





28. Ibid., pp. 48-49. ) 


29. Thucydides, op. cit., I, 9. 








Leric 
lic 


Owner. 
Most 
(Oikos) 
ants, | 
dium, } 
‘ir 

d pay- 
use- 


ecom- ! 
'S as 


stile » 


ally 

lay in 

gh 
nallies ? 
lus } 
y B.C, 
ear 

ffer- 
follow 

id 


slaves 


rain, ; 


ere wert 
time 

, would 

x, fasting | 
h at 4 
, of the 
ir ‘acres 


unbroken 
; 


ansl, 


) 
ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 95 


re-enter the fray, '"geven tripods not touched by fire, ten gold talents, twenty 
shining cauldrons, twelve race-winning horses... "30 Bud to the ent ioe ae 
captured, Achilles was offered ''seven well-built cities...wherein dwell men 
abounding in flocks who would honor him like a god with gifts and under his scep- 
tre shall fulfill his injunctions. "3 Through the use of his treasure, Agamemnon 
also was enabled to build a far stronger navy than any of his contemporaries, his 
being the largest contingent in the Trojan War. Thus property acquisition 

through the medium of warfare was a common undertaking in Homeric times and 
was looked upon as a ''natural'' method of wealth accumulation. 32 


Internally economic organization centered around the household and the 
extended family in the form of persons attached thereto who though not a part 
of the household proper were affiliated with it through the performance of menial 
tasks. Certainly the household33 appears to have been a more or less autarkic 
unit only unwillingly resorting to ''purchases'' from the outside. 34 The question 
of land tenure in Homeric Greece is not quite settled; there are indications of 
a mixed system with communal holdings of pasture land and plowland. 35 Though 
there were private land holdings it would be dangerous to infer directly from 
this the existence of the institution of private property in Homeric society. Thus 
there is no indication that land and its products were the objects of commercial 
exchange activities amongst people of different tribes or clans or families. 
Further, there is no evidence that one could in the normal course of activities 
alienate himself from the familial holdings. Indeed, as Zimmern points out: 
"Such holding involved no rights; it simply bestowed duties. 136 


Of individuals thoroughly disjoined from any familial or household affili- 
ation, the Homeric era knows but few. These were chiefly the beggars whose 
lot in life was a miserable one. Even they, however, came under the protection 
of Zeus?” and by custom and tradition were treated with commiseration in their 





30. Iliad, Book IX, 264-266. 
31, Ibid., Book IX, 291-303 passim. 
32. Keller, op. cit., p. 293. 


33, The households described in some detail in the Homeric Epics are, as one 
might expect, those of kings. They appear to have been rather compact, 
self-sufficient units that evidenced little need to enter into exchange deal- 
ings with other economically productive units. Indeed, one of the house- 
holds described appears to have been truly enormous: Priam, the king of 
Troy, e.g., apparently had under his roof his fifty sons and their wives, 
in addition to an unspecified number of daughters. See the Iliad, XXIV, 
161-166 and 495-498, 


34. Rostovtzeff, op. cit., I, 185. 


35, Keller, Op. cit., p. 193; also G. Thomson, Studies in Ancient Greek Soci- 


ety, London, 1949, Vol. I, pp. 299-327 passim. 





36. Op. cit., p. 282. 


37, Odyssey, XIV, 56-58. 
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wanderings, especially those who through the misfortunes of war or through 
accident had fallen from a previously high estate and were impoverished, Ho. 
meric society as yet had no place for those who ''make their own way in the 
world.""38 Such slavery as existed certainly was not due to inability to dischay 
debt obligations. Indeed ''debt" in those days had an entirely different meaning, 
It might apply to lack of reparations for a raid and due to the injured Party or 

to compensation deriving from the murder of one's relatives, although the lat. | 
ter seems to have been a rare occurrence. > 


— = 


The above is but a brief review of certain salient features of Homeric 
society, but it should be sufficient to indicate the strong element of tribal co. 
hesion at the time. This is evidenced by the clearly patriarchal structure per- 
vading its political organization, by common blood ties and assumed common , 
ancestry, by the person of the king to whom the nobility and masses at large 
rendered unquestioned fealty, especially in situation of crises, and by the ap. 
parent absence, intra-tribally, of social tensions or class friction of any con- 
siderable extent and intensity. Closely related to the social and religious 
values of the times and embedded in the social system was an ''economy" which 
operated internally in the form of more or less self-sufficient households headed 
up by the nobility to achieve the ends of power, gifts being employed as the med- 
ium through which the latter was attained. Economically speaking, this of neces. ' 
sity involved a reallocation of the social ''product"' via extra-economic methods, 


Unfortunately, little is known of ancient Greek society in the intermediate 
period between the Homeric Epics and Hesiod's Work and Days (€Epra Kaw 
Heepor ), the latter written around 700 B.C. and depicting the conditions of 
contemporary Boeotian life. The transitional process may be inferred, how- ! 
ever, from the type of world and ideas that Hesiod presents to us and from the 
political and other forms of social organization that also may be observed in 
these and later times. The incipient individualism of the Homeric period, as 
exemplified by ''private'' land tenure, would appear to have been enormously ac- 
cellerated by the 8th century B.C. with the consequent weakening, if not collapse, 
of tribal forms of social cohesion. At the same time, the latter was being re- 
placed by a new collectivity, the city (polis), which assumes in time increasing 
significance as a pivotal social, economic, and political unit. In fact, it isin 
the polis and the surrounding countryside that the transition from a tribal toa 
more universal type of social organization, all but bereft of blood and other kin- 
ship ties, may best be seen. Politically, the time of Hesiod is characterized 
by a process of gradual and continuing dimunition of the authority of the king(the 
tribal patriarch) and the assumption of power by the nobility or eupatridai. 
Kingship is transmuted into an oligarchical aristocracy of land and birth and 
the rather tight and patriarchal (in the tribal sense) organization witnessed in 
Homer is superseded by a more diffuse exercise of power. Further thecom- | 
pactness of the clan is shorn asunder and plunder as a major method of wealth 

' acquisition is interdicted by new ethical precepts. Hesiod in this respect of- 
fers us a glimpse of the new social concepts, practices, and social values. To 
repeat, his world is notable for the emergence of a strong, in some aspects 
aggressive individualism in the pursuit of economic affairs, In this sense, he 
may be spoken of as the recorder of the end result of the process of detribali- 
zation up to his time. Some excerpts from his Erga kai Hemerai should serve 





<>— 
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38. Zimmern, op. cit., p. 84. 


39. Keller, op. cit., pp. 99, 285. 
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to illustrate the momentous changes which Greek society had undergone from 


ugh the days of the "heroic monarchies'' of Homer. Thus he states:40 

- Ho. | 

he | For when a man desires to work for having seen another who has become 
ischarge | rich, he hastens to plow and plant and put his house in order; neighbor 
Caning, tries to rival neighbor hastening to be rich; this strife is good for men. 
ty or 

e lat- | O Perses bear these things in mind, listen to justice and entirely forget 


all violence. 


Mg He is the best of all men who on all things thinks for himself. 

1 co- 

re per. But you, taking heed of our injunction work, noble Perses, so that hunger 
ime fl may abhor you...for hunger is altogether concomitant with him who does 
is not work. 

e ap- 

ycon- It is by work that men become rich in flocks and gear... 

1s 

* Which To work is not shameful, rather not to work is shameful, 

8 headed 

the med- Wealth violently acquired is not good; god-given wealth is by far better. 
of neces. ' 

nethods, For if you add little to little and do this often even that will become great. 
mediate 


Work foolish Perses the works that the Gods ordained for men, lest some 
Kou day with wife and children and anguish of soul, you seek livelihood amongst 








ri of thy neighbors and they disregard you. 

Ow- 

— And I urge you (to find a way) to resolve (your) debts and avoid hunger. 

ed in 

id, as Further evidence concerning the continuing radical changes taking place 
yusly ac- in Greek society may be inferred from the Draconian legislation, presumably 

t collapse written around 621 B.C. Draco's laws concerning homicide are of special sig- 
me , nificance. Itappears that Attica at this time was plagued by blood feuds among 
ees: the various families and clans. These feuds arose out of the religious belief 

¢ is iB that a killed man's spirit cried out to his kin for vengeance, and if not satisfied, 
al to ‘ , the spirit had the power to harm the kin of the dead man who had failed him in 
ther Kir 4 the discharge of their obligations. Draco, in fact, interposed the state as a 
prized factor in the prosecution and dispensation of justice to the homicide. Though 
king(th not totally displacing the family and clan in the performance of such functions, 
ai. i his laws are a skillful compromise between the claims of the family and of 

a and older religious ideas on the one hand, and a more enlightened morality and 

~~ more active state intervention on the other. ''4! 

wealth | The cha : : , , , , ‘ , 
aaall nge in the direction and interrelationships of economic pursuits 

ct " with the further weakening of tribal ties and the emerging emphasis on individual 
nie accumulation and wealth led to grave problems for a society that had been accus- 
aes |} tomed in the past to some forms of collective responsibility, collective welfare, 
ribali- 

d serve 40. The following excerpts are identified in order of their occurrence: 20-25, 
—— } 274-276, 293, 298-302, 308, 311, 320, 361-362, 397-401, 403-405. 


4l. J, B, Bury, S.A. Cook, F. E. Adcock, eds., The Cambridge Ancient His- 


tory, New York, 1926, Vol. IV, p. 31. Hereinafter referred to as CAH. 
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and even collective hardships. Evidently social tensions between the rich and 
poor were steadily increasing as the individual was left almost entirely to his 
own devices. Loans were being secured on the debtor's person, and the land 
was owned and controlled at this time by a minority of noble landowners, By 
the end of the 7th century B.C., the poor were well on the way to becoming the 
serfs and slaves of the rich. The situation is tersely depicted by Aristotle a, 
follows: 


...there was civil strife for a long time between the nobility and the 
common people. For the political setup was entirely oligarchical andy, 
poor and their wives and children were the slaves of the rich... all the 
land belonged to the few...and if [the poor] did not pay their rent they 
and their children were “iable to be sold into slavery, 42 


The fact that the hectemoroi, or poor tenant farmers, were obliged to pay om. 
sixth of their produce to the large landowners appears to have left them very 
little for their own subsistence, leading, in turn, to further debt and the sub. 
quent inability to discharge such entailed bondage. 


The emergence of debt bondage in the midst of a ''racially" pure and 
homogenous society such as exemplified by the Athenian polis and its native 
citizens is interesting, because it betrays, to the authors at least, two con- 
vergent processes: (a) the continuing process of removing the remaining ves- 
tiges of tribality from the ancient Greek populace, and (b) the logical extension 
and culmination of an individualism in the pursuit of economic affairs as yet w- 
fettered by social controls. Population increases, coupled with private land 
tenure, tended to press on the available supply of land in Hellas, a region cer- 
tainly not renowned for exceptional land fertility. In fact, the scarcity of good 
agricultural land may well explain the intense migratory movements of the Hed- 
lenes in the 8th and 7th centuries. But while relieving the pressure on the lan, 
these movements added impetus to the process of detribalization. 


To Hesiod the plight of his contemporaries seems somewhat perplexing 
Injustice and inequality, poverty and hunger, most of the ills of his day he at- 
tributes somewhat naively to ''crooked judgments" or ''gift-devouring kings". 
Interspersed with this, however, is the recognition of the power differentials 





| 


-_ 


that govern the relations between the peasant and the landowner. The latter | 


situation is forcefully depicted in his parable of the hawk and the nightingale } 


as follows: "A far stronger than you holds you in his grasp, and you must 
wherever I take you well though you sing. I will make a meal of you if I please 
or let you go. He is a fool who tries to withstand the stronger. ''43 


Certainly economic individualism, with its twin corollaries, individual 


poverty and individual wealth, both "achieved" without recourse to violence 0 


war, did not abruptly descend upon the Greek populace, nihil per saltum facit 
natura. Yet the culture of ancient Greece had not as yet devised any satis{at 
tory means to cope with these new social forces and the modes of social orge 
zation and power relationships that are implicit in their unrestricted operatic: 
Even so, at the time of Hesiod land was still generally considered to belong ‘? | 


—— as 





42. Aristotle, op. cit., Gh, 2. 


43. Work and Days, pp. 203ff. 
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a family in the narrower sense rather than to an individual. ae The latter, 
though possessing a life interest in it, did not as yet feel free to alienate his 
possessions. Apparently a set of social values and beliefs interdicted such ac- 
tion, Hunger and debts are mentioned by Hesiod, but not the loss of land. 

Later when this set of values suffered the attrition of time and exigential 
circumstances involving, inter alia, a larger population, scarcer land resources, 
the absence of primogeneric arrangements, and the further weakening of collec- 
tive ties, it becomes possible in Attica to divest oneself not only of one's ances- 
tral land possessions but even of one's own personal liberty. Not very long after 
Hesiod, debt bondage appears in Athens. It would seem that the sentimental 

bonds underlying the belief in common immediate ancestry, blood ties, and kin- 
ship rapport are either absent or quite powerless to obviate the practice of en- 
slaving one's fellow ''tribesman"' and, if need be, even selling him abroad to 
satisfy his creditor's claims. 


Under these circumstances, it is sometimes alleged that the introduction 
of coinage and the transition from a ''natural'' to a ''money economy" is respons- 
ible for the phenomena that called forth the Solonic reforms. 45 Thus Adcock 
states: 


Between the days of Hesiod and the days of Solon lies a great change due 
to the invention and spread of coined money. The old days of barter are 
now coming to an end and the peasant must more and more exchange his 
produce for coin while the prices are fixed by powers beyond his under- 
standing and control. If he lacks the new medium of exchange, he must 
buy it or borrow it... But the peasant discovers new needs without the 
means of satisfying them, and upon him falls the chief stress of the new 
epoch. In any case Attica was bound to find the strain greater than most 
Greek states, for the balance of trade was against her...If the Athenian 
nobles were to keep abreast of their neighbors...they must find even 
more things to sell abroad for money, even the corn the Athenians needed 
to eat, even, if need be, the Athenians themselves. 46 


This is a remarkable passage, if only for its extremely modernistic bias. 
One cannot make any sense of the statement "while prices are fixed by powers 
beyond his comprehension and control", except on the presumption that the author 
is implicitly assuming some type of purely competitive economy on the scale of 
the economist's model, in other words, a market system with its automatic sup- 
ply-demand-price mechanism. All this initial "theorizing", it will be observed, 
is founded on nothing more nor less substantial than the slender factual basis of 
the introduction of coined money. Certainly the introduction and use of the lat- 
ter in no way involves of necessity the instituting of a market system. Institu- 
tionally, the two can and in many cases have been found to be quite distinct. 4? 














44. CAH, Vol. IV, p. 42. 


45. For sucha representative statement, in addition to the one presently to 


be quoted, see Rostovtzeff, op. cit., pp. 200, 218. 


46. CAH, Vol. IV, pp. 32-33. 


47, See Karl Polanyi, Conrad Arensberg, and Harry Pearson, eds., Trade 


and Market in the Early Empires, Glencoe, 1957. 














100 DEBT BONDAGE AND DETRIBALIZATION IN ANCIENT GREECE 


Secondly, there follows the equally remarkable statement that the Peasant 
has discovered new needs without the means of satisfying them. What thege 
needs are we are not told. What revolution in the mode of life of the individual | 
peasant could have been responsible for these new needs? On this vita] ques. 
tion, anichthyic silence is maintained. Thirdly, there is implicit in the above | 
quotation a Veblenesque conception of invidious comparison which is then aq. 
duced as the motivating force for the greediness of the rich and their enslave. 
ment of the poor. The latter must, of course, predicate a radical change in | 
social values, in what is considered socially permissible and what is not, But 
only when sufficient individuation and estrangement have occurred in the inter. 
personal relations of the members of a collectivity should we expect to encounter | 
such a phenomenon. To explain this merely on the basis of the introductiong | 
coined money is to engage in the worst of ''money illusions''. Further, the li. 
ing of coined money with ''foreign trade'' does not appear to the authors to com 
to grips with the problem. In the passage cited, the alleged magnificationg; | 
wants of the Attic peasant is bound to long-distance trade, otherwise the me. 
tion of an adverse balance of trade for Attica is inexplicable. But the articles 4 
that entered into this sort of trade were either valuable raw materials or luxgy 
and art products.48 We simply cannot assume that there was a wide popular 
demand for such products at the time, and indeed it seems highly plausible tht 
the goods composition on which the farmer or tenant depended for his livelihood 
did not as yet flow into market-oriented channels. 4? Turning from the peasant 





' 
48. Johannes Hasebroek, Trade and Politics in Ancient Greece, London, 1933, 
transl. L. M. Fraser and D. C. MacGregor, pp. 49-50. 





49. Only by the middle of the sixth century B.C. has the agora, or local mr- | 
ket, begun to make its appearance in Athens, It is spoken of by Herodotus 
in his Persian Wars, New York, 1942, transl. George Rawlinson, Bk. |, 
pp. 17-18, and is mentioned also in the pseudo-Aristotelian Oeconomica, 
where the market of Athens is contrasted to the Persian and Spartan eco- 
omies, which were still operating under what we have termed here redis- 
tributive systems. See The Works of Aristotle, ed. W. D. Ross, London, | 
rev.ed., 1921, transl. E. S. Forster, X, 1344-45. Even the existence 
such local markets at this time, however, should not cause one to fall inh 
the same errors as those ''modernizers'' who see in them a self-regulatiy 
autonomous supply-demand-price mechanism which not only equates the 
supply of and demand for goods but brings labor and land into the market 
and, therefore, draws the whole of society into the market economy. Th 
simple fact is that the stalls of the local market were only open to the 
Athenian citizenry, and the market was used mainly by the poorer citizts 
who could not earn a livelihood from the land. It was a small place, am 
its activities were controlled by the city-state through numerous officials 
sales taxes, and other devices. As for international ''trade", not before 
the third century B.C, was the mechanism of the modern market discet 
ible in grain and slaves in the open port of Delos. On the latter point, 
see Polanyi, "Aristotle on Economic Matters", in Polanyi, Arensberg, * 
Pearson, op. cit. | 

In terms of the broad hypothesis postulated in this paper, it would be 
convenient to accept the thesis of the ''modernizers'' at its face value a 
relate the introduction of coined money and the implicit assumption ofa i 
market system to the economic and social distress of the period. Need | 
less to add, such an evaluation would not only be intellectually dishonet 
but institutionally misleading. i 
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to the landed aristocracy, and even assuming a ''commercial" spirit on their part 
which led to the cultivation of vineyards and olive groves for export purposes, 50 
it is difficult to see why the latter was the cause of the social distress of the per- 
iod. It would still have to be demonstrated that the smallholders' wants had in- 
creased which, combined with a growing population in a country with a scarce 
supply of good land, had then precipitated the difficulties--in which case the lat- 
ter and not the appearance and use of money in trade would be the decisive cause 
of the distress. At this point, it should be made clear that the authors are not 
alleging that the introduction and circulation of coined money in 7th century Attica 
had no effect whatever on the life and fortunes of the Attic farmer. What is being 
brought forth for consideration is the fact that the appearance of coined money in 
itself cannot be made the divisionis fundamentum in the evolution of his fortunes 
and tribulations. The introduction of money merely added another dimension to 
his relationships with his wealthier neighbors or his landlords, but certainly did 
not change the fundamental nature of these relations. Certainly lending and bor- 
rowing could have and indeed were conducted previous to this time in natura, and 
correspondingly, debt arose from the failure of the smallholder to pay rent in 
kind due the large landowner, 51 In summation, there is no detailed demonstra- 
tion on the part of the ''modernizers"' as to how the introduction of money in the 
absence of any other more profound disturbance of the life patterns and social 
values of contemporary Attica could have led ultimately to debt bondage. So far 
as the authors can see, the latter was primarily the resultant of the dissolution 
of tribal bonds and the continued growth of individualism and individual responsi- 
bility in the pursuit of economic affairs with the concomitant emergence of pri- 
vate property and the important right of alienation of such property. That this 
hypothesis may have more explanatory relevance than the one previously quoted 
may be seen from the following admission by Adcock who, in the midst of main- 
taining his thesis concerning the economic effects attendant upon the transition 
toa ''money economy", significantly adds: ''There may have been a time when 
even the peasant's land was not his to pledge as it was really the common prop- 
erty of his clan, This stage had passed in Attica; private property had taken 

its place and now the peasant's land might be surety for him, ''92 
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As one might have expected, the institution of debt bondage proved most 
unpalatable to the Athenians, It created enormous tensions and a determination 
to remove at all costs the institution giving rise to the social conflict. To many 
Athenians their relegation to an inferior status appeared to be the most objec- 
tionable feature of the whole situation. Thus Aristotle states: 'But so far as 





50, According to Hasebroek, the Athenian nobility looked upon trade as infer- 
ior occupation, and its actual operations were entrusted to the metics, or 
alien residents. Op. cit., pp. 17, 22-23. 

5l, Indeed Aristotle refers to civil strife and the phenomen of debt bondage 

as going on for a long time after the Cylonian affair. Op. cit., Ch. 2. 

Since the latter apparently occurred in the middle of the 7th century and 

the introduction of coined money. is also placed at the beginnings of the 

same century [it is usually assumed that the Lydians were the first to 

coinmoney. The first coins were probably made by Gyges in 697 B.C. 

See G.A, Barton, Archaeology and the Bible, Philadelphia, 1916, 162-63], 

the two phenomena would appear to exhibit too close a temporal proximity 

to be accepted uncritically in terms of a causal relationship between them. 








52. CAH, Vol, iV, p. 34. 
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most of them were concerned the most unbearable and hateful feature of the 
political situation was their serfdom. "53 The struggle erupted into class con. 
flict and the demand for social and economic change through political reform, 
Thus ''the many being the serfs of the few, the people rose against the nobility 
and the strife being violent, and having fought each other for a long time, they 
chose, by common consent, Solon as their conciliator and archon,''54 Oy in 
Plutarch's version: 


...they engaged their body for the debt and might be seized and either 
sent into slavery at home or sold to strangers; (this caused) some,, to 
flee their country to avoid the cruelty of their creditors; but for the most 
part the bravest of them began to combine together and encourage one a. 
other to stand to it, to choose a leader to liberate the condemned debtoy 
divide the land, and change the government. 55 . 


It was Solon who, through the program of economic, social, and political re. 
forms bearing his name, attempted in 594 B.C. to resolve the social stasis 
threatening the very foundations of Attic society. 


Politically Solon abolished the alleged right of the nobles to be elected 
archontes by virtue of birth. Aristocracy gave way to timocracy, the populatin 
being divided into four classes on the basis of property qualifications, To the 
class of pentacosiomedimnoi (literally the five-hundred-measure-men) belonged 
those who had an income from their property of five hundred measures. The 





class of knights (hippeis) included those with incomes of three hundred measures, 


Below them stood the zeugitai with incomes of two hundred measures, and belo 
the latter the thetes with incomes of less than two hundred measures, The first 
three classes monopolized the magistracies while the thetes, excluded as they 
were from the holding of all state offices, nevertheless were to be admitted to 
the Assembly and could serve on juries. 56 


Socially Solon attempted to weld the polis into a compact entity. He 
sought to inculcate in the consciousness of every Athenian the thought that he 
was a member of the same social body and, as such, had a profound obligation 
both to his fellow citizens and the welfare of his city. Thus Solon enabled any- 
one who wished to, to claim redress on behalf of an injured party. In fact, the 
latter is listed by Aristotle as one of the three ''most democratic measures of 
Solon.'"'9’ And Plutarch on the same subject has the following to say: "...in- 
tending by this to accustom the citizens, like members of the same body, to 
resent and be sensible of one another's injuries.‘'58 Another of Solon's mea- 
sures aiming in the same direction was a law ''which disfranchises all who 





53. Aristotle, op. cit., Ch. 2. 

54. Ibid., Ch. 5. 

55. Plutarch, Lives, New York, transl. John Dryden et al., p. 104. 
56. Aristotle, op. cit., Ch. 7. 

57. Ibid., Ch. 9. 


58. Op. cit., p. 108. 
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stand neutral in sedition; for it seems he (Solon) would not have anyone remain 
insensible and regardless of the public good and, securing his private affairs, 
glory that he has no feeling of the distempers of his country; but at once join 
with the good party and those that have the right on their side... "59 These social 
reforms certainly would appear to bear witness to the placement of checks upon 
the individualism of the period and the substitution for the disintegrating forms 
of tribal cohesion those of the polis with the consequent forging of the latter as 
the paramount social collectivity. Certainly it seems plausible to expect that 
under an operating tribal system, such matters merely would have been part of 
its social control mechanisms, while its apparent dissolution left no central 
agency to check the social anarchy of an "unfettered'' individualism. Hence the 
social need for a reintegration of Athenian society at this time under the lead- 
ership of the polis. 


The boldest of the Solonic reforms were economic in nature and prohibited 
loans secured on the debtor's person, cancelled all existing debts, both public 
and private (seisachtheia, or shaking off of burdens), and provided for the lib- 
eration of those already enslaved for debt defaults. For those who were sold 
abroad, provision was made for their repatriation to Athens. 60 Also trade was 
given an aura of respectability along with the social class primarily responsible 
for carrying on such trade, namely the metics, or resident aliens, who hither- 
to had been excluded from citizenship and the ownership of real property. 61 
Henceforth the immigration of artisans was to be encouraged and citizenship 
was eventually to be granted them provided that they settled in Attica perma- 
nently with their families. 62 


The Solonic reforms were clearly middle-of-the-road in character. Poli- 
tically Solon never intended to throw all the offices open to the common people 
nor to make them masters of the new political order. This is seen clearly from 
his remark, ''The common people will best follow the leaders when they are 
neither given license nor when they are unduly restrained; for satiety breeds 
superciliousness when excessive well-being comes to men lacking sound judg- 
ment, ''63 Economically the reforms satisfied neither the poor, who had expected 
a redistribution of the land, nor the rich, many of whom suffered impoverishment 
through the cancellation of debts. 64 Liberal and forward-looking as the new con- 
stitution was, it did not establish Athenian democracy. Economically its "wel- 
fare aspects were initiated under the reign of Peisistratus and the Peisistratidai 
while politically it awaited the advent of Cleisthenes. 





59, Plutarch, op. cit., pp. 108-109. 


60, Vide Solon's poems quoted by Aristotle, op. cit., Ch. 12. 


61, Hasebroek, op. cit., p. 23. 


62, CAH, Vol. IV, p. 45; also G. W. Botsford, Hellenic History, New York, 
1939, p. 76. 





63, Vide Solon's poems quoted by Aristotle, op. cit., Ch. 12. 


64. Ibid., Ch. 11. 
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Peisistratus, who was considered to be the outstanding advocate of the 
common people, 65 came to power shortly after the Solonic reforms as the lead 
er af the Hill men or Hill party (&ca«pcoc), those dissatisfied shepherds ang 
lower estate farm elements who had been disappointed in their expectations of 
land redistribution under Solon, Upon assuming power, Peisistratus proceedeg 
to exile certain hostile and recalcitrant nobles, confiscated their estates, and, 
according to Adcock and others, divided the land among the poor and landless, 6 
Further, he levied on the land a tax of five or ten percent of the produce and 
used the resulting revenues to advance money to the new smallholders, thereby 
enabling them to initiate the cultivation of vineyards and olive orchards, 67 f;. 
nally under the Tyrannis, a grand scheme of public works was embarked upon 
"to furnish employment" and to ''relieve the pressure on land", 68 Peisistratus 
also appointed ''circuit'' judges who made the rounds of Attic villages®’ and even 
himself undertook, according to Aristotle, to adjudicate disputes in his fre. 
quent excursions into the countryside, so that people would not have to come to 
the city, thereby neglecting their farm chores. 


The element of collective responsibility appears to have been quite strong 
under the Tyrannis. Indeed, the peaceful conditions obtaining during its tenure, 
the benevolent concern exhibited by the regime for the citizenry, the absence of 
economic and social distress led to a very sympathetic recollection of Peisis- 
tratus in the memory of later Athenians, so that his tyranny was spoken of as 
the ''Golden Age". 71 Whether the general tenor of the Peisistradidean regime 
emanated from a conscious philosophy attributable to the social values of the 
past and aiming at some creation of a ''welfare'' state, or whether his measures 
were dictated by mere political expediency designed to solve the social and eco- 
nomic problems of the times, in this manner perpetuating the reign of himself 
and his sons, is not clear. In any event, there are those who discern a close 
parallelism between the Rooseveltian New Deal of the 1930's in this country and 
the reforms instituted under Solon and Peisistratus, ’2 Whatever the differ- 
ences in the causes responsible for the inception of these measures in the Uni- 
ted States and in ancient Athens, strong social forces were engendered in both 
cases militating against the discontinuance of this state of affairs and actuating 
further steps in the same direction. 





65. Vide Solon's poems quoted by Aristotle, op. cit., Chs. 13 and 14, 


66. CAH, Vol. IV, p. 37; also Botsford, op. cit., p. 78, and E. M. Sanford, 
The Mediterranean World in Ancient Times, New York, 1938, p. 154. 





67. CAH, Vol. IV, p. 66; also Aristotle, op. cit., Ch. 16, and Sanford, op. 
cit., p. 154. 


68. F. B. Marsh, Modern Problems in the Ancient World, Austin, 1943, P. a, | 





69. CAH, Vol. IV, p. 66. 
70. Aristotle, op. cit., Ch. 16. 
Tis Ibid. 


72. Marsh, op. cit., pp. 10-28 passim. 


—————EE 











» lead. 
and 
1s of 
seeded 
and, 
less, 06 
ind 
eT eby 
7 Fie 
upon 
tratus 
id even 


me to 


strong 
tenure, 
nce of 
isis- 
f as 
gime 
the 
asures 
id eco- 
nself 
lose 
ry and 
er- 

> Uni- 
. both 
uating 


nford, 


ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 105 


Cleisthenes, who assumed the leadership of the Athenian state in the 
“fourth year after the overthrowal of the tyranny" is generally regarded as being 
the father of Athenian democracy. From the point of view of this paper, his re- 
forms are significant inasmuch as they appear to have had for their major pur- 
pose the diverting of the loyalty of the Attic population from a geneological basis 
to one based solely upon territorial considerations. Hitherto, membership in the 
citizen body had involved membership in the phratries and the clans. 73 Cleis- 
thenes sought to disassociate these clans altogether from the political system. 
Thus he abolished the ancient four tribes in which the Athenian population had 
hitherto been divided, replacing these with ten tribes based solely on territorial 
considerations. He admitted to citizenship people who were not of pure Athe- 
nian ancestry and decreed that hereafter men should address one another not by 
their patronymics but by the names of their demes ''so that the newly established 
citizens should not be exposed. "75 It would appear that the principle of kinship 
as the fundamental bond of social organization was completely displaced and con- 
siderations of locality became primary. Thus the designation ''tribe'' became an 
empty term, devoid of emotional or kinship implications, and the Council of the 
state was now selected from among the new ten tribes through a process of draw- 
ing lots. 


The ultimate political result of the reforms instituted by Cleisthenes was 
to make the demos, i.e., the bulk of the citizenry, the master of the destinies 
of the Athenian state. Thus Cleisthenes completed the immense reformation of 
Athenian society which had its beginnings under Solon, In fact, the new config- 
uration of social forces and circumstances, coupled with the lack of fertile land 
in Attica, led roughly some hundred years later to an imperialist state which, 
among other things, atternpted to maintain the economic standards of its citizenry. 
Some inferential evidence supporting the latter assertion may be elicited from the 
following passage of Aristotle, who demonstrates how the Athenians used the 
Delian League to their own advantage: 76 





tay See, Vol. IV, p. 142. 
74, Ibid., p. 144, also Aristotle, op. cit., Colle 2 
75, Aristotle, op. cit., Ch. 21. 


76, The Delian League or Delian Confederation was founded shortly after the 
end of the Persian Wars in 478 B.C. for the purpose of providing collec- 
tive defense on the part of the Greek cities against future barbarian inva- 
sions. For this purpose, assessments were made on the participant 
states, the proceeds being deposited in the Treasury at Delos. Eventually 
the Athenians as the strongest naval power in the Confederation assumed 
the leadership of the League and removed the Treasury to Athens in 454 
B.C. Much of the tribute paid was usurped by the Athenians under the 
pretext that the maintenance of their navy, the bulwark and deterrent to 
Persian aggression, was a costly undertaking. Grundy advances the view 
that the navy provided, among other things, for the alleviation of the 
"unemployment'' problems of Athens. See G. B. Grundy, A History of 
the Greek and Roman World, London, 1926, pp. 170-173. Similarly, 
Marsh states: ''The Confederacy had solved for Athens, temporarily at 
least, any problem of unemployment which she may have had at home," 
Op. cit., p. 47. And Botsford concludes: 'Payment for public service 
and for public works required a large state income; the empire's tribute 
Provided this. It is easy to understand then why the Athenian Democracy 
was imperialistic. '' Op. cit., p. 152. 
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...they also enabled the masses to live comfortably; for, through the 
contributions made by the allies, and the internal levies and taxes, more 
than 20,000 men were maintained. For there were 6,000 judges, 1600 
archers and 1200 cavalrymen, 500 Councilmen and 500 dockyard guards: 
and in addition 50 guards of the Acropolis, 700 state officials at home, 
and approximately 700 abroad. In addition, when they later went to wa; 
there were 2500 hoplitai, twenty guardships and other ships carrying the 
guards, that is, the 2000 men selected by lot. Finally there were (those | 
at) the Prytaneum, the orphans and the jailers; all of these persons re. 
ceived their maintenance at public expense. 77 


—————— 


Thus it would appear that even in "normal" times the Athenian state maintaing 
at public expense well over 13,000 men, with 12,500 of these actually enum. 
erated by Aristotle. In addition, there were the others ''at the Prytaneum, the ! 
orphans and the jailers}' for whom no specific figures are given, 78 


Conclusion 


Essentially and in broad historical outline, we find in Homeric times an 
prior thereto a more or less distinct form of tribal organization. Tribal unity 
is based on a presumed common ancestry frequently traceable to a mythical 
ancestor. Religious and other values tend to reinforce the prevailing social 
patterns. The economy appears firmly embedded in the social structure of Ho- 
meric Greece and within the extended household a redistributive pattern obtains, 
Externally, seizure of wealth through pillage and violence appear to be com- 
monly accepted features of economic accumulation and are essentially collec- 
tive undertakings. 


Between the time of the Homeric Epics and that of Hesiod there would 
appear to be a slow historical disintegration of the predominant patterns with 
the consequent emergence of individual responsibility and individual attempts 
at wealth accumulation in a peaceful manner. The process itself predicates 
for its success a substantial dissolution of the tribal nexus and of man's "free- 
dom" from the tribal bonds of fealty. The individual begins to emerge from 
his tribal integument. That the latter is not an unmixed blessing, however, 
may be seen from the picture painted of his time by Hesiod. His world, socio- 
logically, exhibits an individualism in the area of economic pursuits coupled, 
at the same time, with the general recognition that the condition of the small 
landholder is one of bellum omnium contra omnes. Further historical 








77. Aristotle, op. cit., Ch, 24. 


78. The magnitude of these operations may be better realized when one com 
siders these figures in conjunction with the population of Athens at ap- 
proximately the same time. The population figures refer to a point in 
time between the inception of the Delian League and about 450 B.C, with 
the adult male citizen population of Athens estimated at roughly 40, 000 
at mid-fifth century B.C. Vide A. W. Gomme, The Population of Ath- 
ens in the Fifth and Fourth Centuries B.C., Oxford, 1933, Table], P 
26. It would appear then on the strength of this evidence that well over 
one-third of the adult male citizen population of Athens was supported 
by public revenues during peacetime. 
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evolution brings with it not only the phenomena of mass impoverishment of the 
smaller farm element and the concentration of land ownership and wealth in the 
hands of the nobility, but also the emergence of the institution of debt bondage, 
with its alienation of land and those upon it. All of this is reflected in increased 
social tensions and strife. Thus, immediately prior to the coming to power of 
Solon, ancient Attica finds itself at the brink of disaster. The reforms begun by 
him and intensified by the Tyrannis and Cleisthenes stabilize the situation by 
ultimately reinstating a mode of collective responsibility, which is at the same 
time extended on a grander scale than in Homeric times. The place and func- 
tion of the tribe as the center of fealty and the locus of social responsibility and 
direction is now assumed by the polis. The citizen finds himself enveloped in 
the latter to the point where his individual life and destinies are inextricably 
interwoven with that of the city. Economically there is a return to social re- 
sponsibility and the re-establishment of central redistributive patterns. The 
latter is evidenced by the abolition of obligations contracted during the period 
of "unbridled" individualism, the initiation of ''public works'' schemes, the 
growth of a "welfare" state, the ''taxation" of the wealthy for the benefit of the 
poor, /9 and the emergence of a large bureaucratic and military force directly 
dependent upon state revenues. 


The developments sketched herein are certainly not implausible ex visu 
of the hypothesis originally advanced in this paper. Being possessed of little 
more than fragmentary information on some of the topics dwelt upon, the auth- 
ors must perforce engage in inferential processes to explain the existing data. 
While it perhaps would be methodologically inappropriate to appeal to these 
"facts'' for explicit verification of the thesis, nonetheless the authors feel that 
the phenomena presented are consonant with and explicable in terms of the frame 
of reference in which they are incorporated, 


As may be observed, the writers' approach throughout this paper has 
been "societal'' rather than ''economistic''. It seems to them that the latter ap- 
proach sets up an artifical dualism or dichotomy between the economy and the 
rest of society and, therefore, misinterprets seriously much of ancient, medi- 
eval, and even present economic history. 80 The tendency to look at social 





19. Indeed, the impact of the reforms dealt with in the latter part of this 
paper may be seen from a work, erroneously attributed to Xenophon and 
now presumed to have been written by an "old Oligarch" in the last third 
of the 5th century B.C. The latter laments the fact that the ''rascals", 
i,e., the common people, are enjoying ''chorus performances, gymna- 
sia,'' etc., while the rich foot the bill. Or that only a few rich individuals 
Own private "baths and dressing rooms and gymnasia'', while the common 
people have these built for them at public expense, and, in the main, that 
"the crowd gets more enjoyment out of them than the few and well-born."' 
Pseudo-Xenophon, The Constitution of Athens, I, 13; A YC; 

80. The great merit of Marx' economic interpretation of history lies in its 

understanding of the 19th century capitalist society with its divorce of 

the "mode of production" from the rest of the societal superstructure and 

the great dependence of the latter upon the former. Its great weakness 

lies in ascribing the same set of relationships to all previous societies, 

as well as to 20th century cultures. Were one to apply this theory to our 
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evolution and change only through the rather narrow prism of such things as 

the ''mode of production" or ''technology"' sets in motion a determinism which 
oversimplifies the relationship between the economy and the rest of sOciety,81 | 
The implicit or explicit assumption that the economic system or technology is 
always primary fails to understand the import of societal cohesion and the fact | 
that throughout most of history the economy and its technology has owed at 
least as much to the social and cultural pattern as has the society to its econ. | 
omy. 82 It attempts to open the many different sized doors of that complex 
which we call society with the aid of only one key and, therefore, although in 
a different way, is as much at fault as the classical and neo-classical econom. 
ics which it criticizes. For in the study of society many keys are needed an 
many different approaches employed before creditable answers begin to emerge, 
The present paper offers an attempt at one such approach, 
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evolving capitalist institutions as well as to such social phenomena as 
fascism and laborism, it would be much less useful as a tool of analysis 
than it was in describing 19th century capitalism. And if one were to em- 
ploy it to the understanding of Soviet culture, or the relationship between 
the Soviet Union and the satellite countries, very little could be gleaned 
from such studies, since the dynamic element in Soviet society is political 
and not economic. The 20th century has witnessed a partial or full rein- | 
tegration of the economy into the societal whole. 


81. As Professor Maclver cogently puts it: ''We cannot conclude that, be- 
cause the painter is absolutely dependent on his paint-box, the nature of 
its contents explains the picture. No more can we conclude that the 
struggle of the artist to earn his living explains it.'' Society: Its Struc- | 
ture and Changes, New York 1931, p. 491. 








82. One of the outstanding discoveries of modern historical and anthropo- 
logical research has been that man's economy is embedded in his social 
relationships. He does not act to safeguard his individual interest in 
the possession of goods; he acts so as to safeguard his social claims. 
He values material goods only insofar as they serve this end. See M. 
Mead, ed., Cooperation and Competition Among Primitive Peoples, 
New York, 1937, pp. 462-466; also C. D. Forde, Habitat, Economy and 


Society, 1934, p. 465. 











sas 

Which 
ety, 8] 
gy is 
1e fact 


econ- 
ex 

zh in 
onom- 
d and 
emerge, 


a as 
alysis 


e to em- 


yetween 
leaned 


political 


ll rein- 


be- 
ture of 
he 
past: 


opo- 
social 

t in 

ims. 

e M. 

eS, 


my and 


THE NATURE OF TECHNICAL ASSISTANCE 
FOR ECONOMIC DEVELOPMENT* 


Any discussion of the nature of technical assistance in the process of 
economic development depends a great deal on one's conception of the causal 
forces of economic growth. 1 The following presentation is based on the view 
that economic growth can be fostered in three ways: 


..increase the quantity of reproducible goods; improve the quality of 
people as productive agents; and raise the level of the productive arts, 
The first of these represents additions to the stock of particular tangi- 
ble resources and the second and third as adding to the stock of partic- 
ular intangible resources, “ 


The international flow of technical knowledge is judged to fall under the second 
and third methods of stimulating economic growth, particularly the third. 

This flow of technical knowledge and skills has been through both public and 
private channels, the private being the older and larger in volume. 


Technical assistance is herein conceived as one channel for the interna- 
tional flow of technical knowledge and its positive role as a contributor to 
economic growth is taken as given. The purpose of this paper, therefore, is 
to describe the conceptual character of technical assistance, to delineate its 
scope as representatively found on the Latin American scene, and to analyze 
its attributes. 





This paper draws heavily upon the studies conducted by the National 
Planning Association-University of Chicago survey of technical assis- 
tance in Latin America begun in 1953 under a grant from the Ford Foun- 
dation, Both the NPA Special Policy Committee and its research staff 
have begun to issue their findings in published form. Although the author 
is a member of the research staff, the opinions contained in this paper 
are naturally his responsibility alone. 


This, of course, leaves open the question of what is ''economic growth" 
and how we should measure. See W. A. Lewis, The Theory of Eco- 
nomic Growth, London, 1955, pp. 9, 240; also, P. T. Bauer, 'Lewis' 
Theory of Economic Growth", American Economic Review, Vol. XLVI, 
No. 4, September 1956, pp. 634-635. 











Theodore W, Schultz, ''The Role of Government in Promoting Economic 
Growth", The State of the Social Sciences, Leonard D. White, ed., Chi- 
cago, 1956, Pp. 372. 
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I, Conception of Technical Assistance 





A. Definition, Objective, and Motivation 





Technical assistance is usually defined as the sharing of scientific and 
technical knowledge and skills among peoples of different nations ~-helping eac, 
other adapt and use such knowledge and skills to achieve greater productivity 
and better utilization of resources in order to increase incomes and establish 
higher levels of living. 3 


Terminology and definition have not become settled. A number of 
terms--technical assistance, technical cooperation, Point Four, "helping 
people help themselves''--have been employed when referring to such actiy. 
ities. This international process of sharing technical knowledge and skills 
may be construed narrowly or broadly--that is, to include only those actiy. 
ities which are direct and explicitly aimed at the transfer of new knowledge 
for the purpose of stimulating economic growth, or to include, also, those 
activities which transfer new knowledge indirectly as an incidental part ofa 
different primary purpose. Though the beneficial effects of the latter type 
may be accidental, they have not upon that account been less real. 


For convenience, this paper will make an arbitrary distinction between 
"technical assistance" and ''technological transfer''. ''Technical assistance" 
will be used to refer to international activities and programs explicitly de- 
signed to increase the efficiency of the productive arts in at least one ofthe | 
participating countries. The term "'technological transfer" will be used more | 
inclusively to refer to all international transfers of technology--the explicit ani 
implicit transfers for whatever purpose. Thus conceived, technical assistance | 
will be one sub-heading under the general rubric of technological transfer and 
will cover primarily the activities and programs of public agencies and a few 
private agencies, such as foundations. The major emphasis of this paper will 
fall on technical assistance rather than the broader category. We will be con- 
cerned with the transfer of a particular kind of knowledge in a particular way-- 
technical knowledge useful for stimulating economic growth expressly under- 
taken for that end. 


It must be emphasized that technical assistance is only one piece of 
machinery which can be utilized to secure greater economic development--a 
small piece, perhaps, but significant. Besides technical assistance, other 
methods include: capital investments (loans, grants, private capital); over- 
seas information programs; tariff and trade policies; surplus agricultural com 
modity disposal policies; and the exchange of persons programs. These are 
not mutually exclusive alternatives--indeed, in many cases they are comple- 


mentary. 








3. The Mutual Security Act of 1954 defines technical cooperation programs 
as "programs for the international interchange of technical knowledge 
skills designed to contribute primarily to the balanced and integrated dee 
velopment of the economic resources and capacities of economically mu") 
developed areas.'' Public Law 665, 83rd Congress, Title III, Section 
302. 
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A great diversity of technical assistance projects and programs have 
been undertaken in such fields as health, agriculture, education, industry, fish- 
eries, mining, scientific research, transportation, communication, public ad- 
ministration, engineering, as well as demonstration and training projects, 
economic surveys, community development projects. Most of the cost of these 
activities takes the form of experts and technicians, and a wide variety of op- 
erational techniques are used. The diversity of these programs and their 
methods will be seen below when we consider the Latin American scene, 


Our definitional distinction between technical assistance and technolog- 
ical transfer is important in understanding the motivations which have fostered 
such activities, for it is only in the explicit area of technical assistance that 
intent is clearly and visibly directed toward the goal of economic development. 


Motivations supporting technical assistance are varied, but two major 
forces seem to underlie them. First, it has become more and more apparent 
that there is an ever-increasing disparity in the levels of living and production } 
between the more advanced ''western'' nations and the rest of the world. Sec- 
ond, there has been a rising power of world opinion and a growing set of world 
'yalues" which have become part of that world opinion: there need not be pov- 
erty; human welfare is a universal responsibility; equality of opportunity is 
the right of all persons. 


Seow ys 


ae 


Within the less deveioped countries there exists a strong desire to a- 
chieve, by one route or another, increased economic development and better 
standards of living. 4 Technical assistance seems to offer to such areas an 
efficient method for a mutual attack upon crucial problems. 


Within the more advanced nations, several motivations have converged 
to support technical assistance activities. In the United States, for example, 
three major streams of motivation may be discerned: national interest, eco- 
nomic, and humanitarian. 


The national interest motivation of the United States is best described 
as the ''struggle for world leadership". The U.S.S.R. is making new moves 
to enlarge and strengthen its role in underdeveloped areas, especially in 
Asia and Africa. As one student of the situation aptly observed: "Our eyes 
are so fixed on the atomic queens, in this chess game of power, that we have 
all but lost sight of the bishops and knights. It is these lesser pieces that are 
being maneuvered into position against us, while the all-powerful queens stand 
poised."5 Technical assistance has become democracy's route for expedit- 
ing the goals of underdeveloped nations to achieve increased development. It 


is not military aggression nor economic aggression nor ideological aggres- 
sion, 





4, For a more complete description of motivation see George Hakim, 
"Technical Aid from the Viewpoint of the Aid-Receiving Countries", in 
The Progress of Underdeveloped Areas, Bert F. Hoselitz, ed., Chi- 
cago, pp. 259-269. 





5. Theodore W. Schultz, The Economic Test in Latin America, New York 
State School of Industrial and Labor Relations, Cornell University, 
Bulletin 35, August 1956. 
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Secondly, technical assistance and economic development are Considered 
a spur to international trade. By accelerating development--increasing the 
production of food and raw materials and enhancing purchasing power--larger 
amounts of goods and services are made available for consumption and export, 
All cooperating countries benefit. 


Both of the above motives can be termed "realistic", ''selfish", "self. 
interest'', or just ''enlightened behavior". 


But there is a third motive which underlies technical assistance, espe- 
cially those activities conducted by private groups: the humanitarian, There 
is an old, well-established civic tradition in the United States. It has its his. 
toric roots in the need for mutual help and neighborliness which was a condi- 
tion for survival in early colonial settlements and pioneer communities, Its 
most common expression in our time is found in this country's vast network of 
social welfare institutions and in the countless organizations which are sup- 
ported by voluntary contributions from individual citizens and corporations, 
We have established over 10,000 foundations and charitable groups for educa- 
tion, scientific research, public health, and social service. 


The relative importance of these motivations varies considerably, de- 
pending on the sponsoring agency. The activities of religious agencies and 
private foundations are most strongly colored by the humanitarian motive, In 
those of the U.S. Government, the national interest factor is paramount. The 
economic is probably the strongest motive in the multi-lateral organizations, 
But each of these three is found to a greater or lesser degree behind all types 
of technical assistance endeavors. 


B. Technical Assistance, Military Assistance, and Defense Support 





Under our definition, technical assistance must be analyzed as a sepa- 
rate activity within the welter of foreign aid programs. 


Technical assistance, as undertaken by the U.S. Government, is to be 
carefully distinguished from two other types of foreign aid programs with which 
it is frequently confused, both in the United States and abroad. One of these 
is military assistance, which is furnished ''to friendly nations and interna- 
tional organizations in order to promote the foreign policy, security, and gen- 
eral welfare of the United States and to facilitate the effective participation of 
such nations in arrangements for individual and collective defense," The 
other type of program with which technical assistance should not be confused 
is what is known as defense support. In this type of program, the United 
States supplies ''commodities, services, and financial and other assistance 
designed to sustain and increase military effort. "7 Generally, this type of 
economic aid is restricted to states eligible to receive military assistance. 














6. Public Law 665, Title I, section 101. 
Te. Ibid., section 131. 
8. Nations in the Near East, Asia, and Africa with which the U.S. does not 


have military arrangements receive a fourth type of aid called ''develop- 
ment assistance" for projects which will add to the capital base. 
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Confusion about these three types of programs in the public mind, in the 
United States and abroad, is understandable. Frequently, the Congress of the 
United States had made provision for two, or all three, of these in the same 
piece of legislation. There have been periods in which two, or all three, of 
these types of programs have been administered by a common government 
agency in Washington. The Foreign Operations Administration (FOA) is a case 
in point--from 1953 to 1955, this agency was responsible for the participation 
of the United States in programs of technical assistance as well as military 
assistance and defense support. 


There might well be significant transfers of technology within military 
aid, such as construction of an air base which provides an opportunity for local 
human resources to become acquainted with modern working methods, etc. 

Such activities, like those of most business firms, would fall under our broad- 
er definition of technological transfer. 


Despite the natural confusion between these three sets of foreign aid pro- 
grams, each type of program differs in nature from the other two, A country 
may participate in all three sets, and it is true that they may even be coordi- 
nated with each other; but technical assistance differs fundamentally. Techni- 
cal assistance is not military assistance; technical assistance is not synonymous 
with defense support or development assistance. This distinction is not so much 
one of the type of aid or its ultimate effect as it is one of purpose. 


C. General Organization and Size 





Technical assistance may be public, private, or mixed. 


Programs of public technical assistance may be administered on either 
a bilateral or multilateral basis. In the case of the former, the United States 
might enter into an agreement with the responsible authorities of some other 
country for the conduct of a program. In multilateral programs, the countries 
involved may operate the projects through an international organization, such 
as the United Nations (or one of its specialized agencies) or, within the Wes- 
tern Hemisphere, the Organization of American States. 


Private programs in technical assistance are administered and financed 
by foundations, religious agencies, and a few business firms and other non- 
governmental entities. 


Mixed programs may involve the cooperation of a public agency in one 
country with a private entity in another, or an agreement between public and 
private organizations in one country for joint participation in a technical assis- 
tance program abroad (such as the ICA-U.S. University contracts). 


Some sense of the relative magnitudes of technical assistance extended 
through these various sectors is neces sary but difficult. Data on the expendi- 
tures and personnel of non-governmental agencies are particularly difficult to 
Secure, It has been estimated that the annual combined expenditure for over- 
seas technical assistance by the major U.S. Protestant denominational groups 
18 approximately $37 million.? The budget of the United Nations Expanded 








9. Edwin A. Bock, Fifty Years of Technical Assistance: Some Administra- 


tive Experiences of U.S, Voluntary Agencies, Chicago, 1954, p. vii. 
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Technical Assistance Program for 1952 was a little less than $22 million 10 
The U.S. Congress appropriated $75 million for the fiscal year 1952, but since 
that time appropriations have increased to a $116 million level. 


Fiscal Year Millions | 
1951 S 319 
1952 75.0 
1953 148.1 | 
1954 116.9 
1955 116.5 


II, The Scope of Technical Assistance: Latin America, a Typical Case!” 





Latin America offers a wealth of experience in the transfer of technol. 
ogy. Inthe public sector, it is particularly fruitful. The Institute of Inter- 
American Affairs (ILAA) began in 1942. The activities of the Interdepartment] 
Committee on Scientific and Cultural Organization were begun in 1939. Those 
of the Office of Foreign Agricultural Relations of the U.S. Department of Agri. 
culture antedated even these. Probably the oldest activities are those of the 
agencies of the Pan American Union, such as the Pan American Sanitary Bureu, 
founded in 1902, which is the oldest international health agency now in existence, 


The following outline has been designed to be suggestive of the various 
agencies and organizations involved in the transfer of technology to Latin Amer- 
ica and the major types of programs,projects, and activities in which they en- 


gage. 


A. Public Programs 





(1) U.S. bilateral programs--During 1954, the United States Government 
contributed to the bilateral programs in Latin America a little over $22 million 
involving 664 U.S. technicians. The oldest fields of cooperation have been 

* health, agriculture, and education. | 








10. If we include the technical assistance expenditures from the regular bud- 
gets of the United Nations and its specialized agencies, this total would tt 
between $40 and $45 million. See Walter R. Sharp, ''The Institutional 
Framework for Technical Assistance'', International Organization, August 
1953, p. 342. 





ll. U.S. Congress, Senate, Committee on Foreign Relations, Subcommittee 
on Technical Assistance Programs, Development of Technical Assistanct 
Programs, Background Information and Documents, 83rd Congress, 2nd 
session, November 22, 1954, p. 8. 











12. Most of Section II is based on NPA Special Policy Committee on Techni- 
cal Cooperation, Technical Cooperation in Latin America: Recommenia- 
tions for the Future, Washington, June 1956, pp. 38-77. 
For an excellent total view of the scope of technical assistance throug? | 
out the word, see Walter R. Sharp, International Technical Assistance, 
Chicago, 1952. 
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The usual administrative device has been a servicio or agency placed 
within a host country's government for the joint administration and planning of 
the particular program. The servicios are jointly financed by contributions 
from the U.S. and host governments, 13 In addition to servicios, bilateral 
programs have used operating missions, university contracts, and contracts 
with private organizations. 


(a) Health and sanitation programs--U.S, contributions to health and sanita- 
tion programs in Latin America for 1954 totalled $4.4 million, matched by 
Latin American contributions of $26.6 million, which supported activities of 
servicios in 18 countries. Programs include such activities as: 





... construction and operation of hospitals, clinics, health centers; mo- 
bile units; health education; sanitary engineering (especially water sys- 
tems); hospital administration; environmental sanitation; industrial 
hygiene; nutrition; bacteriological studies; biostatistics; rural health; 
medical social service; specific disease control (especially malaria); 
waste disposal and sewerage systems; and training facilities and pro- 
grams ranging from nursing schools to fellowships for foreign study. 


(b) Education programs--U.S, contributions to education programs for 1954 
totalled $2.4 million, matched by Latin American contributions of $2.9 million 
which supported activities in 17 countries (12 servicios). Programs include 
such activities as: 





... teacher training; normal schools, teachers' workshops; leadership 
training seminars; elementary, industrial, and vocational education-- 
instructional materials, teaching methods; fellowships. 


(c) Agriculture programs--U.S. contributions to agriculture programs totalled 
$9.7 million, matched by Latin American contributions of $14.9 million, which 
supported activities in 22 countries (16 servicios). Programs include such ac- 
tivities as: 





-.. agricultural extension--farm visits, youth clubs, demonstrations, 
adult committees; research and experiment stations; credit; home eco- 
nomics; reimbursable facilities--seeds, fertilizers, insecticides, tools, 
and agricultural machinery; landclearing, irrigation, and conservation 
practices; cooperation with agricultural schools and colleges; surveys 
and planning; crop storage; food processing, marketing techniques; fel- 
lowships and training. 


(d) Public administration programs--U.S, contributions to public administra - 
tion programs for 1954 totalled $.9 million, matched by Latin American 














13, Details on the servicio operation are in Kenneth R. Iverson, ''The 'Ser- 
vicio' in Theory and Practice", Public Administration Review, Vol. wh 
No. 4, Autumn 1951; also, NPA Special Policy Committee on Technical 
Cooperation, Recommendations for the Future, pp. 29-32. 

14, 


Arthur T. Mosher, Technical Cooperation in Latin-American Agricul- 
ture, Chicago, 1957, gives an excellent analysis of the public and pri- 
vate programs for agriculture. 
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contributions of $,4 million, which supported activities in 16 countries, Pub. 
lic administration is a relatively new activity for U.S. bilateral programs with 

’ if 
the first programs initiated in 1952. Activities include: 


. public finance and fiscal administration; tax administration; census; 
postal management; fire departments, banking and credit systems; tar. 
iffs and customs; personnel selection, training, and compensation; gta. 
tistics; training fellowships. 


(e) Industry, mining, and labor programs--Industry, mining, and labor are 
relatively new activities for U.S. bilateral programs, with the earliest project 
beginning in 1948. U.S. contributions for 1954 totalled $.7 million, supporting 
activities in 16 countries. Programs include such activities as: 








.+.mineral and industrial surveys; industrial management and productiy. 
ity training; vocational education; telecommunications; irrigation; hydro. 
electricity; industrial safety; geology; training in labor relations and 
labor-management relations; training for trade union leaders; fellow- 
ships for foreign study. 





(f) Transportation programs--The earliest program in this field began in 1948, 
and 16 countries are currently participating. Activities cover: 





...Civil aviation; merchant shipping; highways; public and farm-to- 
market roads; railroads; river navigation; traffic engineering; and var- 
ious specialized training programs. 


(g) General community development programs--General community develop- 
ment programs are currently under way in 10 countries concentrating mainly 
in the fields of housing, social welfare, urban planning, and multi-purpose 
projects in agriculture, education, health, and child welfare. U.S. contribu- 
tions totalled $.4 million for 1954. 





(2) United Nations programs. The United Nations and its specialized 
agencies have also concentrated in the fields of health, education, agriculture, 
and public administration. However, primary reliance has been placed on 
economic missions, advisory teams, conferences, publications, and training 
centers, rather than the direct administration and operation of programs. 





Six agencies of the UN have been principally active in conducting techni- 
cal cooperation programs:!5 The Food and Agriculture Organization (FAO); 
The World Health Organization (WHO); The United Nations Education, Scien- 
tific, and Cultural Organization (UNESCO); International Labor Organization 
(ILO); International Civil Aviation Organization (ICAO); and the United Nations 
Technical Assistance Administration (UNTAA). The first five are specialized 
agencies which conduct other regular activities under the terms of their own 
charters, and financed separately. All six participate in the UN Expanded 
Technical Assistance Program (ETAP), launched in July 1950. 
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15. In addition, the Economic Commission for Latin America (ECLA) ofthe | 
Economic and Social Council has engaged in several activities which 
might be termed technical assistance. 
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During 1954, the UN and its specialized agencies spent $3.9 million and 
had a staff of 379 experts engaged in technical assistance work in Latin America, 
In addition, regional programs involved a little over $1 million and 80 experts. 16 


(a) Health programs--In the area of health the WHO has assumed the primary 
responsibility and administers its program in the western hemisphere through 
the Pan American Sanitary Bureau. It engages in such activities as: 





...aid on communicable disease; public health services and administra- 
tion; environmental sanitation; health education and training (including 
fellowships); epidemiology and health statistics; and drugs and other phar- 
maceutical substances. 


(b) Education programs--This area has been the basic responsibility of UNESCO 
with most of its programs designed for the improvement of primary and secon- 
dary vocational education and emphasizing teacher training. Activities include: 








..-primary, secondary, fundamental, adult, and technical education; 
general educational services; scientific documentation centers; science 
teaching; scientific research; training centers and fellowships. 


(c) Agriculture programs--In addition to agriculture, FAO participates in 
technical assistance programs in nutrition, fisheries, and forestry. Its fields 
of cooperation include: 





...animal production and disease control; crop production and control 

of pests and plant diseases; demonstrations of farm machinery; soil con- 
servation, irrigation; agricultural extension and community development; 
rural credit; cooperatives; storage and marketing of farm products; im- 
provement of agricultural statistics; regional training centers; and fel- 
lowships. 


(d) Public administration programs--Technical assistance programs in public 
administration have been a responsibility of the UNTAA, Primary reliance 
has been placed on training public officials. Two regional schools have been 
established, and in-service training programs have been conducted. 





(e) Other programs--UNTAA has also undertaken cooperative activities or 
offered fellowships in the fields of economic and industrial development, trans- 
portation and communications, public finance, statistics, and social welfare. 





The ILO has been concerned primarily with manpower and labor prob- 
lems, the introduction of labor-saving techniques; vocation and industrial train- 
ing programs; labor and social security laws, and administration. 


The most important technical assistance activity of the ICAO has been 
the establishment of an aviation training center offering courses for commer- 
cial pilots, radio operators, radio mechanics, motor mechanics, aeronautical 
meterologists, and operations officers. 


es 





lo. These figures are for ETAP alone and do not include similar technical as- 


sistance activities conducted under regular budgets. 








is 
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(3) The Organization of American States. Although many of the regular 
activities of OAS and its member agencies were in the nature of technica] age 
sistance, the OAS inaugurated in 1950 an additional special program of techyj. 
calaid. This program is designed to serve distinctive regional problems to 
supplement the contributions made by other public and private programs, It 
operates regional centers to train technicians from the member states, 





The OAS was formed in 1948 and embraces all countries of the western 
hemisphere except Canada and European dependencies. The Pan American 
Union, which had been established in 1890, became the general secretariat of 
the OAS, and it has retained research as well as some operational functions, 
The six other inter-American organizations which had been serving the Amer. 
icas became member agencies of the OAS: The Pan American Sanitary Bureau; 
American International Institute for the Protection of Childhood; Pan Americay 
Institute of Geography and History; Inter-American Statistical Institute; Inter. 
American Indian Institute; anc Inter-American Institute of Agricultural Science, 





By 1955, seven regional training centers administered by one of the 
member agencies had been established: 


(a) Training Center for Technical Education for the Improvement of Agric. 
ture and Rural Life (by the Inter-American Institute of Agricultural Sci- 
ences) 

(b) Pan American Aftosa Center (by the Pan American Sanitary Bureau) 

(c) Inter-American Housing Center (Pan American Union) | 

(d) Center for Workshops on the Administration of Children's Services (Am- 


erican International Institute for the Protection of Childhood) 


(e) The Inter-American Training Center for Economic and Financial Statis- 
tics (Pan American Union and Inter-American Statistical Institute) 


(f) Inter-American Rural Normal School (Pan American Union) 


(g) The Training Center for the Evaluation of Natural Resources (Pan Amer- 
ican Institute of Geography and History) 


During 1954, the OAS obligated almost $1.75 million with a staff of 100 
full-time technicians. 


(4) The World Bank and the Export-Import Bank, Ay The loans made by 
the World Bank (IBRD) and the Export-Import Bank carry technical knowledg¢ 
to the receiving countries in many ways. In connection with the loan itself, 
preliminary investigation frequently adds to the existing knowledge concerning 
a problem, and the participation of nationals provides an opportunity to learn 














17. The discussion here draws on an unpublished paper by John V. Deaver, 
"The Export-Import Bank and the Bank for Reconstruction and Develop 
ment", listed as TALA 55-030, National Planning Association-Universily 
of Chicago Studies, July 29, 1955. 
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the requirements for investments involving advanced techniques. The World 
Bank has been particularly strong in this area and has published a series of re- 
ports in book from on individual countries. Loans often involve conditions 
which require the adoption of techniques which are new. A few loans even re- 
quire supervision of the use of funds or the operation of the loan-financed proj- 
ect to insure that specified conditions are being followed and to suggest changes 
that will improve the operation of the project until repayment of the loan. 


Three indirect transfers of technology also take place through imitation, 
turnover of trained project personnel, and inter-firm technical assistance. 
Training or apprenticeship programs are occasionally involved in loan-financed 
projects; subsequent labor turnover diffuses such skills. The succesful estab- 
lishment of a new enterprise may stimulate other firms to copy the techniques 
it employs. Inter-firm technical assistance may take the form of a loan- 
financed project or firm aiding the firms which supply its inputs in order to 
lower the costs of production. 


Most of the transfers of this type have accompanied the ''development'' 
loans of the Export-Import Bank. These loans have been for the specific pur- 
pose of promoting economic growth and cover such projects as railroads, high- 
ways, electric power plants, irrigation works, city water and sewage disposal 
systems, telecommunications, storage facilities, etc. The IBRD loans which 
began in Latin America in 1948 have been concentrated most heavily in trans- 
portation, power, and irrigation. The development loans by the Export-Import 
Bank through 1953 have been estimated to be $847.8 million. IBRD loans 
through 1953 totalled $357.7 million. 


In 1955, with the financial assistance of the Ford and Rockefeller Foun- 
dations, the World Bank established an Economic Development Institute, where 
senior officials from member countries can attend for six months of intensive 
study and training in problems of economic development. 


B, Private Programs ad 





(1) U.S. Religious Groups,” The activities of U.S. religious groups are 
among the oldest programs of technical aid in Latin America. Over 60 relig- 
ious groups--Catholic, Protestant, Jewish, and inter-denomination--are con- 
ducting programs of health, education, and agriculture in every country of Latin 
America, The number of missionaries devoting themselves to these activities 
is the equivalent of 2,000 U.S. technicians involving about $8.0 million per year. 





The religious groups have placed major emphasis on education and lit- 
eracy. They are currently sponsoring more than 1,000 primary schools, 150 





18 Amore comprehensive summary of private activities throughout the 
world can be found in U.S. Congress, House, Subcommittee on Foreign 
Economic Policy of the Committee on Foreign Affairs, Survey of United 
States Private Technical Assistance, 83rd Congress, 2nd session, 
August 1, 1954, 





19, See James G. Maddox, Technical Assistance by Religious Agencies in 
Latin America, Chicago, 1956. 
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secondary schools and 60 commercial and vocational schools. Health and Socia 
work includes hospitals, clinics, and social centers; nursing schools; a few 
programs engage in environmental sanitation, personal hygiene, and Preventive 
medicine. In addition to teaching vocational agriculture in their schools, relig. 
ious groups operate farms demonstrating improved livestock practices, new 
farming techniques, and conduct programs of extension education which con. 
sist of donations of seeds, assistance in vaccinating livestock, selling insectj. 
cides at cost, etc. 


l 


(2) U.S. Foundations and Philanthropic Groups. Private foundations 
and philanthropic organizations have also contributed to the transfers of new 
knowledge, mainly through scholarships and grants to individuals. Some have 
engaged in the actual operation of technical cooperation programs in the fields 
of agriculture, health, and research. 





The Rockefeller Foundation has concentrated its contributions in the 
field of health and sanitation, particularly its programs to combat yellow fever 
and malaria. Universities have been assisted in upgrading schools of medi- 
cine, and fellowships have been given to health workers. It has also engaged 
in significant programs of agricultural research, especially its development 
of hybrid corn in Mexico. 





The Kellogg Foundation has operated in the fields of health with emphasis, 
on fellowships for advanced study abroad, and on improving education in the 
fields of medicine, nursing, public health, and hospital administration. 


The American International Association for Economic and Social Develop- 
ment (AIA) has operated cooperative programs in rural development, combin- 
ing supervised credit, extension education, distribution of materials, medical 
care, training farms, and special studies. It has also engaged inaprogramof , 
nation-wide education on nutrition and health. 


(3) U.S. Business Firms. ” U.S. corporations operating in Latin Amer- 
ica have been transferring techniques for many years. While not carried on 
primarily to transfer technology, the role of business firms has been signifi- 
cant. Practically all these transfers have come about through normal profit- 
making activities. 





Many transfers have taken place through the imitation of U.S. business 
practices carried abroad by U.S. firms. Other transfers have taken place 
more directly. Local technicians are trained by many companies in the process 
of establishing subsidiaries. Many firms which purchase products from Latin 
America give technical advice and assistance to suppliers to enable them to ‘ 
increase both the quality and quantity of their products. A number of firms 
have established schools, hospitals, and health centers to serve their employ- 
ees and families. A few have made sizeable grants for the support of local 








20. See Simon Rottenberg, American Firms and the Progress of Technology 
in Latin America, to be published shortly as one of the NPA monographs: 
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institutions and activities not related to their business operations. 4 Some 
provide fellowships and scholarships for university study in the United States. 
Others conduct classes in the operation and maintenance of their products. 
Private U.S. research agencies and management and technical consulting 
firms are hired by Latin American firms to do technological and management 
research, Other Latin American firms import technology through licensing 
agreements under which they manufacture products patented by U.S. firms. 


(4) U.S. Trade Organizations. The recently merged AFL-CIO and 
the UMW are active members of the Inter-American Regional Organization 
of Workers (ORIT) which is the Western Hemisphere branch of the Interna- 
tional Confederation of Free Trade Unions. Through their contributions, the 
U.S, unions share in the support of programs which include the exchange of 
visitors, workers' education seminars, and publication of educational pamph- 
lets on trade union administration, collective bargaining, labor-management 
cooperation in productivity problems, and promotion of industrial peace. 





The U.S. unions individually supply Latin American unions with back- 
ground literature, dealing with the structure and functions of unions in the U.S. 
and with assistance in planning workers' education activities. 


III. The Attributes of Technical Assistance 





Technological exchange is but one among many methods by which eco- 
nomic development may be stimulated in underdeveloped areas. As a part of 
this broader process, technical assistance has been described as endowed 
with certain attributes which make it a unique feature of international rela- 
tions. Five of the most frequently mentioned attributes will be described, 
analyzed, and evaluated in some detail. 


A, Technical Assistance is a Cooperative Venture 





Technical assistance has wide appeal to peoples throughout the world, 
for itis a "cooperative venture''--men and women of two or more nationalities 
work together on common projects, and funds for the programs come from 
both foreign and domestic sources. Technical assistance requires intimate 
working relationships between people of different countries in putting ideas, 
knowledge, and skills into practice. This is considered an important step in 
expanding a community of friendly nations. It provides a two-way street 
from which all participants reap benefits. 


Ignoring the relative advantages of technical assistance over other al- 
ternatives for the stimulation of economic development, it is undoubtedly 





2l, See Clifton R. Wharton, Jr., "Aiding the Community: A New Philoso- 
phy for Foreign Operations'', Harvard Business Review, March-April 
1954, pp. 64-72. 
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true that technical assistance is indeed a cooperative venture, “4 As such, 
however, it is subject to all the complexities and difficulties peculiar to joint 
efforts between countries with marked cultural and historical dis similarities, 
When the technicians of two different cultures can successfully resolve thei; 
differences, the joint operation of a project or program can become a strong 
foundation for the testing, adaptation, and introduction of new techniques, 4 
foreign technician may have more technical knowledge and a detached point 
of view, but the national technician knows local conditions and probable ob. 
stacles. 


As a cooperative venture, technical assistance is by and large a per. 
sonalized process which involves transfer of technology through the medium 
of experts and technicians, and the world-wide shortage of qualified person. 
nel is a serious handicap which severely restricts and may nullify the effec. 
tiveness of a program. 


The selection of personnel involves not only technical qualifications by 
also adaptability, understanding of foreign peoples, language, and customs, 
and a recognition of local aspirations. In some cases, the multilateral pro- 
grams of the United Nations and the Organization of American States have 
encountered fewer recruiting problems than do U.S. programs, because they 
can draw upon experts of many nations; but even these organizations are not 
without problems of inadequate supply. 


The effort to achieve a good working relationship between the parent 
and host groups frequently ends in frustration and failure. This is not to 
deny the positive character of cooperation when it is successful. The desire 
of both parties to cooperate is probably the most important single factor 
which makes technical assistance a preferable device for the transfer of 
technology, but cooperative intent can hardly be termed both a necessary 
and sufficient condition for success. 


B. Technical Assistance is a Flexible Tool 





Technical assistance is a flexible tool, easily adapted to serve the ob- 
jectives of economic and social development programs. It employs a wide 
range of methods and techniques and is offered by a varied group of institu- 
tions, agencies, and organizations. 


Two flexibilities are involved: a flexibility of agency-choice anda 
flexibility of method. 


First, an underdeveloped country desirous of attacking a particular 
problem can choose among a wide variety of agencies and organizations within 
the public and private sectors. If internal political expediency makes such a 
nation hesitant to request aid from the U.S. Government, it can turn to any 





22. Nor do the benefits accrue entirely to the recipient nations, for in sev 
eral instances new knowledge has been acquired by the more advanced 
nation. See U.S. Congress, Senate, Commitee on Foreign Relations, 
Technical Assistance and Related Programs, 84th Congress, 2nd ses- 
sion, May 7, 1956, p. 6. 
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e of the multilateral organizations. If a problem requires a long-range 


on A : ® " 
commitment of resources and energies, it can turn to private foundations. 


Second, many of the organizations and agencies engaged in technical 
assistance have tended to specialize in particular operational and administra - 
tive devices for the transfer of technology. If the problem seems to require 
an on-going, operational organization in the host country, the bilateral ap- 
proach of the U.S. Government may offer the desired remedy. If the problem 
demands guidance or training, the multilateral approach of advisory missions 
or training centers may prove suitable. If the problem is one which involves 
scientific research, private foundations offer a wealth of experience. 


This diversity of resources and approach among institutions gives 
great breadth to the technical assistance programs. There is hardly a single 
key problem which at least one of the organizations has not attempted to 
solve--from the broad problems of community development or land reform, 
to the specific problems of training a nurse for a leprosarium or the develop- 
ment of a hybrid corn variety for a particular region. 


Three criticisms have been made with respect to this flexibility of tech- 
nical assistance. 


First, many agencies are not in fact as adaptable as they appear. Tech- 
nical assistance by necessity is focused on those problems which are ofa 
long-run nature, requiring considerable commitments of time, energies, and 
finances. Yet, with the exception of foundations, most technical assistance 
activities (especially in the public sector} are unable to secure long-range 
commitment, whereby they could enjoy the advantages of adequate planning 
and gradual experimentation. All too frequently, public programs have been 
forced to concentrate on projects which show immediate short-run promise 
in order to justify the continuation of the program--in many instances, these 
projects have not attacked the crucial problems impeding the progress of the 
less developed areas. These projects, created for purposes of political 
prestige, have had a secondary adverse effect of creating a widespread public 
attitude that technical assistance can achieve miracles overnight. 


While this criticism is true of many technical assistance programs as 
they have operated to date, it is not necessarily an inherent characteristic. 
Foundations have proven the value of long-range commitment, and awareness 
of this deficiency in the public programs has not been lacking. 23 





23, See Committee on Foreign Relations, Technical Assistance and Related 
Programs, pp. 13, 17; also National Planning Association Special Pol- 
icy Committee on Technical Cooperation, Technical Cooperation in 
‘Latin America: Technical Cooperation--Sowing the Seeds of Progress, 
Washington, June 1955, p. 6; NPA, Administration of Bilateral Tech- 
nical Cooperation, Washington, January 1956, p. 3; NPA, Organiza- 
tion of U.S. Government for Technical Cooperation, Washington, May 
1955, pp. 14-19; U.S. Congress, Senate, Special Committee to Study 
the Foreign Aid Program, The Role of Foreign Aid in the Development 
of Other Countries, prepared by the Research Center in Economic De- 
velopment and Cultural Change, Washington, March 1957. 
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Second, technical assistance has burgeoned into such a widespread ac. 
tivity, engaged in by such a diverse group of organizations, that there is cop. 
siderable duplication or overlap in both area and method. In many instances, 
organizations do not follow their line of greatest comparative advantage and, 
not realizing the full potential of their resources, have not been as success. 
ful or flexible as they might have been. 


This is a more serious criticism, but again one which need not be an 
inherent characteristic of technical assistance. A quick review of the agencie; 
in Section II would show occasional duplication in areas of activity and in op- 
erational techniques. Some duplication in area is unavoidable and expected; 
but duplication of technique is, in my view, a more serious problem, If we 
accept the transfer of technology as the immediate goal, then technical assis. 
tance has a two-fold role: first, to devise new and better methods to effec. 
tuate technological transfer, and second, to conduct the actual process of 
transfer. Too little attention has gone into the former. It is understandable 
that the public sector has done less in this respect and preferred to adopt 
proven operational devices. For example, the servicio was copied from ear. 
lier work by a foundation. Despite the inherently greater flexibility of foun- 
dations in this respect, they and the religious agencies have failed in their 
recent activities to be as imaginative as one might expect. Foundations are 
particularly well suited to undertake pioneer projects aimed at developing 
new and improved methods of technological transfer. 








The funds and personnel for technical assistance are indeed scarce re- 
sources and their allocation according to purpose and use could be improved, 
On the whole, however, the problem is less serious than one might expect, 
for each agency has made attempts to lean on its inherent strengths in pro- 
viding technical aid, and has thus moved in the direction of its comparative 
advantage. For example, the concentration of the OAS on regional training 
centers is ideally suited to the needs of the countries being served and the 
limited resources of its specialized agencies. 


Third, the very breadth of technical assistance and of the problems 
which it attacks has resulted in an added weakness. Technical assistance 
falls too easily prey to the lure of attempting the ultimate solution of actual 
problems, rather than sticking to its primary purpose of testing, proving, 
and transfering valuable techniques, which should then be applied broadly by 
the responsible agency or group in the host country. 24 In the case of U.S, 
bilateral programs, this has taken the form of a ''transfer problem". 


The servicio-type bilateral approach has been criticized as self- 
perpetuating. A needed hospital is built, but its operation is never trans- 
ferred to the host country. A series of techniques for educating people on 
better health and nutrition are successfully tested and adapted, but never 
transferred to the proper Ministry or Bureau of Health. A method for sti- 
mulating community leadership in rural areas is developed, but never trans- 
ferred to the local agricultural extension agency. 





—— 





24. ''Technical assistance...means teaching or demonstrating better meth- 
ods of doing things; it does not mean doing the things themselves". 
Committee on Foreign Relations, Technical Assistance and Related 


Programs, p. 9. 
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To understand this problem, one must distinguish between programs and 
projects; between alternative methods of transfer. 


As one chief of a technical cooperation program aptly pointed out: 


A servicio is not a program. It is like a flatcar onto which a specific 
project can be loaded and carried to the point at which it can be trans- 
ferred entirely to a wholly domestic agency of the host government. 
This flatcar can carry a number of projects simultaneously, unloading 
each at its appropriate destination, and taking on new projects.2 


Transfer of a project is limited by the ab’ ity and willingness of the re- 
cipient country to utilize the results of the project. Often projects have been 
larger than local financial resources can bear. Moreover, transfer of tech- 
nique is not always best effected by physical transfer of either project or 
program. The success of many technical assistance ventures has been based 
on their autonomous status which insulates them from the corrosive influ- 
ences of local politics. Once within the domestic governmental structure, 
the influence of even the best trained local administrator or technician can be 
nullified. In many cases, imitative transfers have proven just as effective. 
This has been particularly true in the area of personnel administration--such 
as the concept of a career or civil service, adequate personnel compensation, 
and improved in-service training. 


C, Technical Assistance Satisfies Un-met Needs 





Technical assistance operates where needs are either un-met or inade- 
quately met by other methods for stimulating economic development. 


To assess this attribute, technical assistance should be evaluated first 
as one of the methods for stimulating economic development, and second, as 
one of the channels for transfering technology. 


Perhaps the most important area in which technical assistance attemp- 
ted to fulfill a need is in the public sector--conservation of natural resources, 
public administration, fiscal and monetary problems, and public education 
and training (and to a lesser extent health and agriculture). Needs in these 
areas are un-met in the sense that technological exchange through non-tech- 
nical assistance channels is frequently slight or non-existent and that altern- 
ative measures for economic development have had negligible impacts. 


If we recall our original distinction between technical assistance and 
technological transfer, the transfer and adaptation of techniques was consid- 
ered the primary task of programs of technical assistance, while the trans- 
fers via other media were incidental by-products. 


There are many specific techniques which can be and are transferred 
through non-technical assistance channels. Perhaps the greatest contributor 
to technological exchange outside the technical assistance sector has been 


eee 





25, NPA, Recommendations for the Future, p. 31. 
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the business firm. Some firms are in the business of making technical know). 
edge available at a price; others are not. But technical transfer takes place 
just the same. For example, U.S. firms establish branches and subsidiar. 
ies or purchase minority equities in producing ventures; they sell commod. 
ities and services; they license foreign firms to use patented processes and 
to produce patented goods. Technological exchange takes place in all of these 
operations. Some firms establish schools, teach suppliers latest techniques, 
build new plants, engage in research (of direct benefit to suppliers or buyers) 
etc. Many fields have felt some technological impact from this source, even 
though in most instances such transfers as took place were not primarily di- 
rected for the express purpose of stimulating more rapid economic develop. 
ment--rather an incidental, though necessary, by-product ofa profit-making 
operation. 


But not every area of social need will or necessarily should coincide 
with an area of potential profit maximization. There are many geographical 
areas which would never be touched by a business firm, for a firm could 
hardly justify operations in an area outside of its immediate interest, 26 or 
in situations where it cannot recoup the gains from its investment. Techni- 
cal assistance from whatever source or agency has the ability to enter such 
areas and attack problems directly. 








D. Technical Assistance is an Inexpensive Seeding Operation 


Technical assistance is essentially a seeding operation which produces 
a large impact for a relatively small cost. Itis a catalyst ideally suited to 
the stimulation of increased economic development. 


This argument is a difficult one to judge. Costs in the financial sense 
are readily measurable, 2’ but benefits are not. Even if we accept the valid- 
ity of a cost-benefit analysis, which has become standard in evaluating an 
enterprise like the TVA, the measurement of benefits is almost impossible. 

To be sure, costs of technical assistance programs, when compared to other 
alternatives such as capital investment, are small, but how do we know that | 
benefits are proportionately greater. 


Subjective estimates that benefits to costs far surpass a ratio of unity 
may be correct. But until considerably more work is done to solve the prob- 
lems of measuring the primary and secondary benefits directly attributable 
to technical assistance projects, one can hardly be content to rely upon intu- 
ition. \ 





26. In addition, there is little hope that foreign investment from the more 
advanced nations will ever reach the necessary level to carry the total 
burden of technological exchange (see Committee on Foreign Relations, 
Technical Assistance and Related Programs, p. 7). 








27. The technical assistance or cooperation program of the U.S. Govern- 
ment is not large in dollar terms. In 1956, the bilateral only was 
$127.5 million, compared with defense support and development assis- 
tance of $1, 186.2 million. 
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Implicit in this position is the belief that a crucial bottleneck to the eco- 
nomic development of underdeveloped areas is technology. Not only is there 
a presumed imbalance in technological development between the advanced and 
underdeveloped areas, but also the normal equilibrating flow through non- 
technical assistance channels is considered impeded or too slow. It is true 
that the technological backlog in the more advanced areas apparently usable 
in underdeveloped ones is considerable--though not as great as some con- 
tend. Some have argued that this backlog will enable such areas to advance 
at a more rapid pace than was the original development of the Western na- 


tions. 


The relative importance of technological backwardness as an obstacle 
to economic development is difficult to estimate. Economic development is a 
complex process in which cultural, religious, and political obstacles are 
frequently cited as of greater relative importance. 28 But the important for- 
ces of public opinion, cultural patterns, and political frictions are similarly 
outside the control of other measures for economic development and can have 
equally adverse effects on these alternatives. 


The usual rebuttal is that in spite of these obstacles, technical assis- 
tance contains the very seeds which will overcome, transform, or even turn 
to its own advantage these barriers.29 The introduction of hybrid corn in- 
volves more than the development of a new variety. Its use requires more 
than just the planting of the seed--new and better marketing arrangements, 
improved cultivation practices, and changed attitudes about the possibilities 
of affecting century-old practices. 


Moreover, alltoo little is known concerning the relative advantages 
of different administrative, operational, and project techniques in the vari- 
ous program areas, and the relative importance of technical assistance as 
a catalytic agent. The frequent failure of programs to conduct adequate 
self-evaluation is another aspect of this problem which should receive 





28, The extraordinary development of Japan is often cited as an instance 
of economic development without foreign-supported technical aid when 
political and cultural forces were intentionally reoriented favorably 
for the introduction of new technology and economic development. 
See Norman S, Buchanan and Howard S. Ellis, Approaches to Econom- 
ic Development, New York, 1955, pp. 175-189; also Economic Growth: 
Brazil, India and Japan, ed., Simon Kuznets et al., Durham, N. C., 
1955. 














29, For a discussion of this problem and how it might be overcome in the 
area of culture, see Walter R. Goldschmidt, ''The Interrelations Be- 
tween Cultural Factors and the Acquisition of New Technical Skills", 
and Samuel P, Hayes, Jr., ''Personality and Culture Problems of 
Point IV", The Progress of Underdeveloped Areas, pp. 135-151; 203- 
229. See also George I, Blanksten, ''Technical Assistance and Politi- 
cal Instability in Latin America", Economic Development and Cultural 
Change, Vol. II, No. 5, June 1954, pp. 350-356. 
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considerably more attention. Imaginative research in this area is sorely 
needed. 


E. Technical Assistance is a New International Institution 





Because technical assistance includes all the above attributes in one 
package, it has become a new feature among the methods for stimulating eco. 
nomic development and among international institutions. 


Technical assistance is indeed the one instance where the transfer of 
new knowledge and skills is explicitly directed toward the goal of economic 


development. The exchange of technology does seem to involve favorable chay. 


acteristics which have made it an efficient partner in the process of fostering 
more rapid growth. 


We have attempted in this brief span to describe the nature of technical 
assistance as a contributing factor to economic development. Unfortunately, 
we have found it necessary to avoid any detailed description of what it has done 
in each and every country or how well each agency has performed its task, 
Although technical assistance differs from other methods of transferring tech- 
nical knowledge and skills, it has a positive role to play--despite its obstacles 
and past errors. Further, as a part of the general process of technological 
transfer, technical assistance seems to provide very definite contributions, 


provided its limitations are realized and its advantages are properly exploited, 


Clifton R. Wharton, Jr. 


Council on Economic and Cultural Affairs 
New York, New York 





30. For one such example, see Thomas C, Blaisdell, Jr., ''Problems of 
Evaluating the Effectiveness of Development Measures", Economic De- 
velopment and Cultural Change, Vol. II, No. 4, pp. 286-296. 
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A PROGRAM FOR TAXATION AND ECONOMIC DEVELOPMENT -- 
THE INDIAN CASE* 


Some of the most thoughtful exposition of policy measures for economic 
development has originated in India during the past decade. Much of this 
work was presented by Indian commissions set up to advise the government 
on various facets of policy. The best known examples of provocative work 
dealing with economic development are the Five Year Plan, subsequent re- 
ports on the same topic, and the Report of the Fiscal Commission of the Indian 
Government, which issued its findings and testimony in 195l. 


In the light of the record of specially appointed consultative bodies, the 
recently issued report of the Taxation Enquiry Commission of 1953-54 is 
likely to evoke a considerable amount of interest from students of economic 
development as well as fiscal policy. 1 The mere bulk of the report's first 
three volumes, which contain the findings of the Commission, is extremely 
impressive. Containing over 1, 300 pages of text and tables, the report gives 
the promise of an exhaustive work on taxation in India. 


The frame of reference of the Commission certainly reinforces this an- 
ticipation. It includes a program (1) to investigate the incidence of taxation, 
(2) to appraise the use of taxation in inflationary and deflationary situations, 
and (3) to make recommendations for a tax policy suitable to a program of 
economic development and stability for the Indian economy. The personnel 
of the Commission also leaves little to be desired. It consisted of a former 
Minister of Finance of the State of Bombay, one of the leading academic econ- 
omists, a senior official of the Central Government Ministry of Finance, and 
two officials from the Reserve Bank of India. A former Commissioner of the 
Income Tax was the secretary of the Commission. 


The elaborate frame of reference and the distinguished representation 
on the Commission gave promise that the report would be a definitive state- 
ment of alternatives for tax policy in India, and a guideline for development 
policy in other underdeveloped countries. The promise is only partly ful- 
filled, since the Commission has concentrated its research chiefly upon admin- 
istrative aspects of taxation, and has not given economic facets an equally 





Part of the writing and the research was done at the International Pro- 
gram of Taxation of the Law School of Harvard University. 


The works of the present Enquire Commission are published in three 
volumes under Government of India, Report of the Taxation Enquiry 
Commission 1953-1954, Ministry of Finance, Delhi, 1955, Vols. I, I, 
and III, The pagination of the three volumes is not consecutive. Ref- 
erences to the report are made in the text by volume and page number. 
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thorough airing. This emphasis must be explained in the context of instity. 
tional data available to the Commission. Although it throws some light upon 
the formal incidence of some taxes, and the financing of the large-scale indyg. 
trial sector, apparently insufficient facts were put at its disposal to quantify 
its findings and make it possible to sketch an over-all tax program for the 
future. 


The resulting lack of integration between the factual findings and the 
recommendations for tax changes will give (and has already given) rise to 
considerable controversy. 2 The Commission's recommendations are especi- 
ally vulnerable, because many bear the stamp of the thinking of the more de. 
veloped countries. On many issues they echo the postwar policies of Great 
Britain. In the discussion of other matters, such as over-all fiscal policy, 
the Commission tends to base findings upon historical retrospection, more 
appropriate to a developed country. The reliance upon British experience 
and the historic emphasis contributes to a de-emphasis of the dynamics of 
tax policy during a period of economic development. 


Hence, this review will attempt not only to discuss and give a bird's- 
eye-view of the findings of the Commission, but also to relate it to a pattern 
of tax policy left unstated in the report. 





The Division of Taxing and Spending Power in India 





At the very outset, it should be mentioned that the work of the Commis- 
sion was rendered extremely difficult by the intricate division of taxing and 
spending power in India. Unlike many other underdeveloped countries, India 
does not reserve the major portion of its taxing power to the Central Govern- 
ment, but divides it fairly evenly between the Center and the individual States, 
The main revenue sources of the Center consist of: (1) customs duties, which 
constitute about 40 per cent of the revenue; (2) taxes on industrial and com- 
mercial incomes, which yield about 25 per cent of the tax receipts; and (3) 
various excise taxes, the principal of which are on tobacco, gasoline, and al- 
cohol. The States derive the largest share of their revenue from: (1) the land 
tax, and (2) various kinds of single- or multi-point sales taxes. <A few States 
impose a tax on agricultural income, but in no State does the tax yield a sig- 
nificant amount of revenue. 


Since independence, both Central and State government have increased 
expenditures devoted to economic development and social expenditure. The 
increase in expenditure of the Central Government for these purposes is espe- 
cially pronounced, since under British rule little or no investment in social 
overhead, such as irrigation facilities, power dams, etc., was shouldered by 
the Central Government. More outlays in real terms are also incurred cur- 
rently for administration--as the Commission put it, ''a cost of the working of 
democratic institutions" (Volume I, p. 37). 








Y See Far Eastern Economist, March 1l, 1955. 
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It is the Commission's impression that public expenditures in India in 
real terms have increased by half since 1938-39, although any precise compar- 
ison is made difficult, both because of the consolidation of princely states with 
State governments, and because of the partition which separated India and Pak- 


istan. 


The Incidence Study 





The wording of the frame of reference of the Commission leads one to 
believe that the recommendations of the Tax Commission were to be based upon 
its empirical findings of the incidence of the present structure of taxation. The 
incidence study was placed first on its agenda. This emphasis upon basic quan- 
titative information spoke well for the intent of the Government. While the in- 
tent of the Commission and the Government could not be more laudable, the 
results reproduced in the report are another thing again. Undeniably, it takes 
considerable courage to present estimates of tax incidence for all of India, and 
the first attempt of its kind cannot but be welcomed. On the other hand, the 
basis for the incidence study is not a happy one. The incidence of taxation is 
measured by the size of the spending unit, and not an income-receiving unit. 

No special statistics were gathered by the Commission, and the data gathered 
by the Indian Sample Survey were used to calculate tax burdens. 


Not only are the data of the Sample Survey not especially suited to the 
purposes of the incidence study; the reliability of the sample itself leaves much 
to be desired. In some cases the standard deviation of an item of the sample 
exceeded the mean. Further, basing incidence studies upon expenditure pat- 
terns overstates the progressivity of the impact of taxation on taxpayers in the 
higher income groups, who can be expected to save more than the poorer clas- 
ses, Another limitation of the data is that income is stratified by household, 
and not on a per capita basis. The Commission itself notes that the size of 
households varies directly with the level of expenditure. For example, 4.5 
per cent of the rural households with outlays of Rs. 300 and over per month 
accounted for 9 per cent of the rural population. In cities, 8.9 per cent of the 
households spending the same amounts constituted 15.8 per cent of the popula- 
tion, Lastly, the sample lumps all expenditure units of Rs. 300 a month and 
over into one group. The number of households samples above this amount is 
not broken down in any more detail, and the number of households so surveyed 
is so small that no study of the incidence of the income tax could be made, 
since the income tax is levied only upon households with incomes (from sour- 
ces other than agriculture) of Rs. 4,200 a year and over.? In order to measure 
the incidence of the income tax, the sample should have weighted more heavily 
with higher income recipients than that which was believed appropriate in 
measuring consumption patterns. 


The facts brought out by the sample are thus subject to serious qualifi- 
cation. It would have been well to have more reliable statistical data to back 
the following findings: (1) some 37 per cent of the national income of India is 
not monetized, Forty-five per cent of the rural income and 10 per cent of the 





3, Except Hindu undivided families, where the exemptionis double the amount, 
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urban income never reaches the market place; (2) rural dwellers pay less 
taxes per unit of expenditure than urban dwellers. The tax burden of urban 
spending units by size is related directly to the size of the city in which they 
are located; (3) the impact of sales and excise taxes is nearly proportional 
to the expenditure ranges presented in the sample. 


Findings about the large share of non-monetized consumption by low. 
expenditure groups in the rural sector prompt the Commission to favor indi. 
rect taxes, since by missing the lowest income groups, these taxes will be 
less than in countries where all incomes are monetized. The Commission 
also indicates that the findings about the proportional incidence of indirect 
taxes on lower income consumers, as against the expected regressivity, au- 
gur well for increases of this type of taxation in the future. The description 
of the character of the sample, and its basis, i. e., consumption and not 
income, certainly do not bear out these conclusions with any degree of cer- 
tainty. 


The Flow of Funds and the Structure of the Business Sector 





The remaining statistical information not dealing specifically with tax 
collection or expenditure patterns traces the source of funds, and describes 
the structure of the large-scale enterprises in the business sector. Itthrows 
some interesting light on the profitability and the financing of modern indus- 
try in India. The information was originally collected by the Reserve Bank 
of India, but its publication in the report marks the first time it has been 
circulated broadly to the public. 


The findings relating to the business sector may conveniently be divided 
into three heads: the first relating to the structure and the control of the 
modern industry; the second describing the profitability of such industry; and 
the third appraising the methods of financing of investment in the corporate 
sector. 


There are three main types of corporations in India: the public com- 
panies, control of which is more or less widely spread; private companies, 
which are controlled by relatively few shareholders; and management agen- 
cies, which may be incorporated under either form, but whose function is to 
act as holding companies for producing companies, rather than be engaged in 
the production of goods by themselves. Some surprising findings were pub- 
lished by the Commission on the organization of private companies in India, 
One-third of the private companies were controlled by one shareholder, and 
87 per cent of the private companies were controlled by four or fewer share- 
holders. The proportion of the equity owned by the largest shareholder was 
directly related to the size of the company, i. e., the larger the company, 
the more likely it was to be controlled by one extremely preponderant share- 
holder, The data published by the Tax Enquiry Commission does not show 
whether more than one private company is owned by a single individual or 
family, although there are indications that a few Indian companies controlled 
more than one large private corporation. 


In the light of these findings, the controversial provision forcing dis- 
tributions of 60 per cent of earnings of private companies certainly appeared 
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to be warranted. The penalty tax is imposed in case this proportion of earn- 
ings is not paid out. In the absence of such a provision, private companies 
would pool tax-avoidance devices which would cut in considerably in the already 
slight revenues from the income tax in India, It ought to come as no surprise 
that in India the main source of funds for both private and public companies 
was new subscriptions. Retained earnings were in second place, and borrow- 
ing from banking institutions and trade creditors ranked third. Amounts de- 
rived from new subscriptions and retained earnings exceeded the outlays for 
fixed assets, while shorter term credit mainly served to finance the acquisi- 
tion of inventories. This is, of course, only consonant with the practice in 
the business world to the effect that purchases of stock in trade are financed 
with short-term credit. In all probability, if the credit was not available, 
both real capital formation and stockpiling of inventories would have been 
reduced. 


Analysis of balance sheets revealed that out of a total investment of 
Rs. 3.95 billion in the postwar years, only Rs. 1.16 billion was used for 
plant and machinery, Rs. 0. 63 billion for other fixed assets, while the re- 
maining Rs. 1.17 billion went to buy inventories. The high proportion of in- 
ventory acquisition to acquisition of new plant and machinery can only be 
partially ascribed to the inventory speculation associated with the Korean 
War. The need for more inventories and plant equipment to support a rising 
level of production is often forgotten by planners, and is brought out strik- 
ingly by these figures. 


As could be expected, a high proportion of the internal funds of busi- 
ness was provided by depreciation allowances. Approximately one-half of 
the gross investments in machinery was financed by credit depreciation pro- 
visions. During the postwar period, the Indian government introduced a num- 
ber of tax provisions to liberalize the rates of depreciation taken for tax 
purposes, both through the introduction of an initial allowance of 20 per cent 
for most industrial depreciable property, and legislation permitting addi- 
tional depreciation to be taken on machinery used more than one shift a day. 
It is interesting to note that the increased depreciation allowances did not 
encourage increased retention by many enterprises. In other words, many 
companies continued to figure their profit rates on conventional deprecia- 
tion methods and set their dividend policy accordingly. The Enquiry Com- 
mission noted that: 


In many industries depreciation allowed for income tax purposes is 
substantially higher than that which is actually provided for by the 
companies. In the aggregate the income tax allowance is about 1 1/2 
times the actual allowance (Volume II, p. 128). 


Just as in more developed countries, the retention of earnings and the rein- 
vestment of profits is affected more by the return on capital than the rate of 
tax (Volume I, p. 213). 


A Tax Policy for Development 





The same failure to take into account all the important facets of eco- 
nomic conditions in India is also in evidence when the Commission outlines 
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objectives of tax policy for economic development. There is no denying that 
the Commission is willing to take a commendably courageous stand in demand. 
ing that more taxes be collected, as government is expected to finance in. 
creased capital formation. The recommendations to that end envisage: (1) 
an increase in indirect taxes and taxes on consumption; and (2) an increase in 
the. coverage and the progressivity of the income tax. The Commission be. 
lieves that the policy best suited for the Indian economy, in view of the devel. 
opment plan, and the concern for the welfare of the low-income groups, must 
be such as to mobilize the maximum volume of resources for the public sec. 
tor, while at the same time withdrawing as few funds as possible from in- 
vestment in the private sector. To achieve this aim, the Commission rec. 
ommends incentives to investment side by side with increasing direct and 
indirect taxes. The relevant tax recommendations are discussed below, but 
it may be appropriate to note that they are mainly based on the British ex. 
perience. 


Just as the Commission's stand on tax measures leans heavily upon 
foreign experience, its discussion of problems of long-range stabilization of 
the Indian economy is based on historical analysis rather than a forecast of 
future developments. Fluctuations in the price level in India in the past are 
generally traced to changes in demand for her exports originating from a- 
broad. Hence the recoinmendations for stabilization are chiefly oriented to 
the insulation of the Indian economy from fluctuations of prices of exported 
staples. An analysis of past trends in the Indian economy does not allow the 
Commission to recommend recourse to deficit financing as a tool of econom- 
ic policy. On this particularly controversial point, one may well have ex- 
pected a more complete discussion of the ancillary issues involved. For in- 
stance, it appears imperative to present an analysis of potential sources of 
increases in money supply and loanable funds in an expanding Indian economy 
under alternative assumptions of some or no deficit financing. The over- 
emphasis on the fluctuations of the prices of Indian exports in the past, and 
the absence of a discussion of the future trends in the Indian economy, tends 
to ignore the increasing diversification and self-sufficiency which may be ex- 
pected to take place as a result of economic development. 


A more thorough examination of the inflationary and deflationary trends 
in the Indian economy is especially germane in the light of events of the past 
two or three years, when the price level in India has been sagging, and some 
factors of production in industry were idle. Abstracting from outside influ- 
ences, there is considerable evidence to buttress the belief that the Indian econ- 
omy is prone to deflation. This has generally been ascribed to the prevalence 
of currency hoarding. The Commission does not throw any light on hoarding, 
either exploding the myth, or, on the contrary, trying to quantify it and out- 
lining on the basis of its findings a policy of deficit financing. 


Il 


In order to keep this review note to a reasonable length, it is possible 
to single out only the salient and more controversial recommendations of the 
Commission. On matters of detail, its handling of tax techniques and admin- 
istrative improvements is admirable, and its greatest contribution lies pre- 
cisely in this field. The critical appraisal below should not leave an 
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incorrect impression of the high quality of the analysis contained in the doc- 


ument,. 


The Income Tax 








The income tax generally draws more attention in underdeveloped coun- 
tries than is warranted by either its revenue prospects or its importance. The 
emphasis on the income tax by the Enquiry Commission is no exception to this 
rule. It is true that the pattern of Indian income taxation deviates from the 
pattern in many underdeveloped countres; a heavy corporate tax is levied 
there, and the progression on individual incomes is fairly steep. Neverthe- 
less, the tax does not yield more than 15 per cent of the total of State and 
Central revenue. Changes in the field of income taxation recommended by 
the Commission relate to (a) the tax levied on agricultural incomes; (b) the 
corporation income tax, and (c) over-all changes in personal income tax and 
deductions. 


The first two sets of recommendations, those relating to the land in- 
come tax and the corporation income tax, will be dealt with shortly at the 
very outset. The Commission did not make any detailed recommendations 
about improvement in assessment or collection of the agricultural income 
tax, which is outside of the taxing power of the Central Government and is 
levied by several States. The rationale of treating income from agriculture 
ina different manner than other income is correctly attacked by the Commis- 
sion, but the stop-gap suggestion to tie the tax to the land tax is not driven 
very forcibly, because the present land reform policy of the government, de- 
signed at breaking up large estates, will tend to eliminate this problem from 
the tax field. The condemnation of presumptive or indiciary taxation of agri- 
cultural incomes made in connection with assessment of income tax on the 
basis of past experience of Indian States may be of considerable interest to 
students of agricultural taxation in other developing countries. 


The only recommendation relating to taxation of the corporate income 
is an innocuous suggestion for the setting of two rates of the tax for public 
corporations, in order to favor the incorporation of small businesses and 
promote the pooling of capital of small entrepreneurs. The Commission ap- 
parently was not impressed with the fear that, given the prevalence of holding 
companies, the so-called managing agencies, such a device lends itself to 
considerable abuse in India. 


The more general recommendations in the income tax field may be sum- 
marized as follows: (1) a decrease of the exemption to 3,000 rupees per in- 
come recipient, and the introduction of a family allowance of 1,000 rupees for 
dependents (the present exemption is Rs. 4,200, and there is no dependency 
allowance);# (2) an increase of the top effective rates of the individual income 
tax from 80 per cent to 85 per cent; (3) the introduction of a surcharge rang- 
ing from .25 per cent to 5.6 per cent on incomes between Rs. 5,000 and Rs. 
5,000,000, which could be borrowed back by the payers on easy terms for a 
period of 45 years to purchase government development bonds, or machinery; 
and (4) another surcharge at the same rates for the same brackets was to be 





4, Rs. 4,808 = US$ 1.00. 
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introduced on condition it could be refunded at the end of 20 years in 25-year 
bonds. To temper the disincentive effects of these tax increases, the Com. 
mission (1) recommended that initial allowances of 25 per cent, which would 
not affect the depreciable basis of assets, be introduced for machinery useq 
by heavy industry, (2) asked for the total exemption for limited time Periods 
of income derived from industry singled out for special consideration by the 
planning commission, to supplant the current practice which merely exempts 
from tax six per cent of the invested capital. In order to enhance the attrac. 
tion of exemptions still further, the Commission suggested that during the 

period of the exemption, companies should not avail themselves of any incen. 
tives via depreciation, but should be permitted to write off their assets at 

double the ordinary rate during the period immediately following the exemp. 
tion. Finally, the Commission (3) recommended some liberalization with 

respect to the deductions which could be taken by mine operators, but re- 

fused to approve the depletion allowance of the type used in the United States, 


In the absence of revenue estimates of the consequences of proposed 
changes, it is difficult to appraise their importance. The increase in the 
maximum levels of rates, for instance, may very well be a social propaganda 
measure rather than one with any economic import, since few if any tax- 
payers may be subject to top rates. Only the most general comments can 
thus be made on the significance of these measures. The decrease of the ex- 
emption of the income tax to Rs. 3,000 will not transform the income tax in 
India into a mass tax. It is difficult to estimate the precise number of tax- 
payers who will become subject to the tax, since agricultural income is not 
taxed by the Central Government, but it is unlikely that more than five per 
cent of the households in India will incur any tax liability. 


The decision to decrease the exemption was adopted by the Commission 
despite the argument that it would cause a strain on the present administra- 
tion. Aithough Indian income tax administration is fairly competent, it has 
allowed taxpayers to accumulate a large amount of arrears, equal to about 
one year's revenue. As the Indian income tax applies to more and more tax- 
payers, new approaches to the enforcement problem will have to be tried, 
Besides an increase in staff, the Commission recommended the introduction 
of a sample audit and a few other labor-saving measures. It would be inter- 
esting to know why the Commission stopped short of recommending the intro- 
duction of self-assessment on the United States model--if not for all incomes, 
then in the cases when tax is withheld. 


The weakness in the tax administration and recommendations for re- 
form are noted by the Commission on various occasions, e.g., in connection 
with the procedure of audits and refunds, public relations, statistical work, 
etc. These weaknesses do not augur well for the recommended forced loan 
and provisions of the tax surcharge which may be loaned back for special 
purposes. For instance, the Commission envisaged ‘that subscriptions to the 
forced loan could be credited to the estate of a deceased man and used to pay 
his estate tax. The administrative complications of keeping tack of credits 
to such an account may be quite considerable. The loan-back provision of 
the special surcharge on the tax will also be very difficult to administer. 
The Commission recommended that the title to the machinery or bonds pur- 
chased with the proceeds of the loan-back be vested with the government 
agency charged with industrial development, in order to prevent the swapping 
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of eligible assets as a tax reduction device, A number of complications may 
arise, not only in keeping trackofthese records, but also whenever machinery 
purchased jointly with earmarked funds and free funds is disposed of by a manu- 


facturer. 


The favorable tax treatment of heavy industry is not only limited to the 
incentives tied to loan-back provisions, but also extends to initial allowances, 
i,e., subsidies tied to the cost of the asset, which do not affect the subse- 
quent depreciation deductions taken for tax purposes. These provisions will 
probably benefit only a small number of enterprises in India. Steel produc- 
tion and heavy industry are controlled there by relatively few enterprises 
owned by the Tata family and another management agency. 


Very little need be said about the broadening of exemption legislation. 
The postponement of liberal depreciation deductions till the exemption lapses 
was designed specifically to increase the attraction of this measure. Past 
partial exemption of income was offset by facilities to minimize tax through 
liberalized depreciation and had not proved to be very effective. Only the 
future can tell about the effectiveness of this new provision. 


The general appraisal of changes in the income tax leaves one with a 
valid doubt about their end success. While most of the incentives are designed 
for endeavors currently being conducted in the corporate form, the penalties 
or increases in taxation which they are designed to orfset are concentrated in 
the field of individual income taxation. Here the British experience has 
most strongly influenced the Commission's recommendations. Yet the con- 
ditions in Great Britain and India are by’ no means identical. Much more 
capital formation is financed from new subscriptions in India than in Britain. 
The recommendations of the Taxatio.: Enquiry Commission do not take this 
into account, 


Another instance where the British experience has influenced the find- 
ings of the Commission is with respect to capital gains. Such taxation is 
rejected on the grounds that capital gains are not important in a period of 
stable prices, and that typical capital gains taxation tends to open loopholes 
inthe income tax. The stand in the Commission on this topic is, at best, 
unimaginative. Capital gains taxation need not necessarily be patterned on 
the United States model. It is possible to find alternative legislation which 
would be suitable to a developing society. Under current conditions, con- 
siderable tax-free gains are realized by persons who float shares of new 
companies, 5 


It may be appropriate to add as a concluding remark on income taxa- 
tion that the technical discussion of administrative measures pertaining to 
this tax is extremely competent. So much more unfortunate is the fact that 
itis marred by an inadequate understanding of the valuation of inventories. 





5, "After realizing more than the full value of their assets in old private 


firms...[promoters] secured shares of new companies at par and of- 
fered [them]... to the public at premiums which in one case amounted 
to 120 per cent'', Testimony by the All-India Investors' Association, 


Report of the Company Law Committee, 1950-51, Delhi, 1952, Vol. I, 
B.S, 














138 A PROGRAM FOR TAXATION 


The Commission's discussion would lead one to believe that the Indian tax 
law permits discretionary switching to and from LIFO. If this is true, it 
would have been necessary for the Commission to recommend an end to this 
practice. 6 


Taxation of Commodities 





The contributions of the discussion of the Commission to the policy of 
taxing foreign trade lie mostly. in the field of tariff structure and administra. 
tion. Problems of assessment of customs duties and administrative prob- 
lems thereof are covered in great detail in two chapters. The revenue as- 
pect is treated more cursorily. And the decisions to restructure the tariff 
are thrown in the lap of the planning commission. Generally, no large in- 
creases in import duties are contemplated. This is a significant omission, 
since it is generally believed that it is precisely in this field that the great- 
est promise of taxing the consumption of higher income groups lies. 


The Commission also envisages a broadening of export duties on Indian 
items sold overseas. Little attention is paid in that connection to conditions 
of demand and supply for exports. 


Taxation through Central excise duties of specified articles in domestic 
trade needs hardly any comment. The Commission refused to entertain pro- 
posals to increase duties on tobacco, and thus cut out the largest single rev- 
enue source of excises. Minor recommendations, such as to tax aerated 
waters, give little promise to increase revenue in the near future. 


Ill 


Ihe discussion of the tax system of the States examines closely the 
administrative aspects of taxation and the rationales for choosing particular 
taxes. This is only natural, since the Commission deals mainly with the 
land tax and the sales tax, two levies which demand more a priori justifica- 
tion than the income tax or the customs duties. 


The Land Tax 





The Enquiry Commission explains in great detail the methods of taxing 
both agricultural and urban land. The system is especially complicated in 
the agricultural domain. Until independence, there were two major systems 
of land tenure in India, the zamindari and the ryotwari. The first was estab- 
lished by the permanent settlement in the 18th century, when a fixed revenue 
demand was settled upon tax collectors, who with the passage of time ac- 
quired considerable vested interest in their holdings and were able to collect 
rentals from cultivators much in excess of the land tax (revenue) payments 


— 








6. Indications to the effect that inventories are not valued correctly or con 
sistently for income tax purposes can be found in Report of the Compaiy 
Law Committee, op. cit., Vol. Il, pp. 145-147. 
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due by them to the various State governments. At present, efforts are being 
made to liquidate those interests and redistribute the land to the cultivators. 
The ryotwari system in theory did not provide for such intermediaries, and 
the ryot, i,e., cultivator, was liable for both the tax and rent to the Govern- 
ment, Taxes paid by ryots are generally higher than those paid by the zamin- 
dars. In practice, a number of ryots lease their lands to sub-ryots, and 
are in effect landlords subject to higher taxes than the zamindars, 


In addition to these widely-known forms of tenure and taxation, consid- 
erable variation has been found in princely states and provinces, which have 
been integrated lately with the Indian Union. Ina number of these princely 
states, land taxes were assessed at a lower rate or on a less complicated 
basis than in the former provinces. 


The Enquiry Commission, although fully aware of the administrative 
complications for the determination of the basis of the land tax in India (it is 
currently levied on net produce, an estimate of the productivity of land min- 
us the costs of cultivation of the parcel, the costs not to include the labor of 
the cultivator) does not recommend going over to any other basis. It frankly 
recognizes that the personnel available for the review of assessment or the 
cadastration of land in princely states is not numerous enough, but recom- 
mends an increase in that personnel, rather than the introduction of less 
sophisticated measures of tax estimation. 


This finding appears to be eminently reasonable, in view of the gen- 
eral intensity of cultivation in India. The more common types of cruder land 
tax, one levied on the basis of gross produce or acreage, would probably turn 
out to burden marginal cultivators unduly, unless the rate of the tax were set 
at very low levels. 


Realizing full well that extreme sophistication, though, is not suitable 
for a mass tax---and the land tax in India is precisely of this character-- 
the Commission recommended that assessments based on prewar values of 
the net produce be upped on an ad hoc basis, the increase not to exceed 25 
per cent of the present tax. It further envisaged the shortening of the period 
between reassessments from 30 years, which is the present practice, to ten 
or 20 years, 





In the interim period, the Commission recommended instituting some 
flexibility in the tax demand from land through tying the tax to the price level 
of commodities. It was especially impressed by the lag of the revenue from 
land taxes in period of inflation, which characterized World Wars I and II 


and their aftermaths, and sought that tax revenues follow the price level 
henceforward, 


The Commission was somewhat less specific in presenting guidelines 
for the taxation of improvements arising from investment in the countryside. 
It correctly opted for the taxation of increases in production, rather than the 
more difficult once-and-for-all and possibly unenforceable taxation of in- 
creases in value, It would have been well if the Commission had spelt out 
in greater detail the procedure through which the increases in production 
should be included in the tax base. 
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By way of contrast, the discussion by the Commission of methods of 
assessing charges for new water made available by irrigation is extremely 
detailed, and is typical of the report at its best. The rejection of flat-rate 
charges, or the metering of the water, and a suggestion for the apportion. 
ment of charges by agreement enforced by village councils is extremely in. 
teresting. It would enable local authorities to allocate the charges more 
closely according to the benefits received, and would serve to strengthen 
local administrative units, in line with the avowed policy of the State and Cen. 
tral Governments. 


In the urban sector, the problems of Indian assessment of land and 
buildings are not much different from those of other developed and underde- 
veloped countries. Here again the Commission should be complimented for 
a fully adequate discussion of the issues. Students of property taxation in 
underdeveloped countries will be impressed by the classification of urban 
property in India. Commercial and industrial property, as is usual, is as. 
sessed separately from residential property. In its turn, residential prop- 
erty is divided into luxury housing and low-income housing. In some com- 
munities, these are subject to taxation at different rates. The Indian exper. 
ience may very well be relevant and transferable to Latin American condi- 
tions. 


Sales Taxes 


The other major revenue source of State governments, the sales tax, 
receives equally close attention. The Commission is inclined to recommend 
a multiple-point tax levied at a fairly low rate, supplemented on occasion by 
higher excises for selected luxury products. It envisaged the sales tax asa 
mass tax, and recommended that only a few well-defined commodities be 
exempted from taxation in order to reduce evasion. 


Anybody interested in the administrative problems of sales tax enforce- 
ment will find a wealth of excellently presented material in the report. The 
recommendations of the Commission itself are more strongly grounded in ad- 
ministrative considerations than they are in theoretical or equity considera- 
tions. The problems of coping with a multiplicity of sales outlets, for exam- 
ple, induced the Commission to reject a probably more equitable, and less 
harmful, solution to the taxation of consumption--namely, the purchase tax. 


Despite the fact that the sales tax administration does not collect the 
levy from dealers with a turnover below a certain level, and that, in gen- 
eral, sales tax administrators often have more powers to check records of 
taxpayers in India than the income tax assessors, much of the tax outside of 
the large population centers is still assessed on the basis of estimates of the 
sales volume of dealers. The vast majority of traders are charged the sales 
tax upon an estimated value of receipts, rather than on their actual sales. 
This is additional evidence that the introduction of modern types of taxation 
(the sales tax in most States dates from the late 1940's), more than a very 
restricted scale is a slow uphill process in every underdeveloped and poor 
country. 
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It is precisely in this context that a variation of the multi-point sales 
tax adopted in some parts of India, where the sales tax is due by the original 
seller, and the last seller to a customer or a small dealer, loses the promise 
which it appeared to have at first. Such a sales tax should have encouraged 
dealers to keep good records of sales, records which could also be used for 
income tax purposes. Were the sales tax a contributing factor to more or- 
derly record-keeping, it could very well have been used with time for the 
improvement and extension of the income tax. Expectations that this will be 
the case in India are not warranted by past experience. 


IV 


The recommendations of the Commission relating to local and munici- 
pal finances are undramatic, but, at the same time, follow the sound precept 
of not overburdening localities with the task of collecting numerous. low- 
yielding taxes. Local tax systems in rural areas are to lean heavily upon 
surcharges to the land tax, and urban municipalities should finance themselves 
through the property tax. Additional taxes in urban communities, notably, 
the entertainment taxes, and a tax on professions also fit into this scheme. 
The Commission foresaw that the larger municipalities could be self-sup- 
porting through a broadening of their tax power, but felt smaller municipal- 
ities would have to continue being subsidized through grants-in-aid from the 
States. Long-range improvements in most cases will have to continue being 
financed by higher levels of government, since they usually cannot be cov- 
ered by current revenue, and municipal securities are not highly regarded 
by either savings institutions or life insurance companies, 


The scheme presented by the Commission probably fits best the short 
run conditions in India. In the long run, though, some fundamental changes 
in the area of local finance are probably desirable and should have been con- 
sidered, since a number of the measures will serve to accentuate current 
disparities in tax burdens. For instance, the grant of additional taxing power 
to large municipalities will serve to widen further the disparity between tax 
burdens of residents of large and small cities. In a broader context, the 
limitation of local taxing power to levies which can be collected more effec- 
tively by local entities should have been enunciated more forcefully. A more 
detailed review of the place of local government in the tax structure may 
very well call for a special commission, 


The announced preference for grants-in-aid from higher levels of gov- 
ernment Over municipal borrowing is also handled without a discussion of 
the dynamics of the issue. Would it not be more desirable to guarantee 
obligations of local governments, and tie the burden of servicing and re- 
payment of these securities upon them more closely? In another instance 
the Commission notes that failure by local governments to provide coun- 
terpart funds, or labor, on a number of projects, has resulted in the can- 
cellation of these grants to a number of localities. Given this lackadaisi- 
cal attitude of local governments, no attempt to impart to them an addition- 
al sense of responsibility should be dismissed lightly. 





ae 
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Vv 


The work of the tax commission may be taken as falling short of expec. 
tations in at least three areas. In the first place, the tax commission hasa 
tendency to base its conclusions upon its impressions of the effects of certajy 
facets of tax policy, rather than upon the statistical findings presented in th. 
report. For instance, findings about sources of funds and financing of Indiay 
corporations apparently did not influence the recommendations. Secondly, 
the tax commission has not followed through on its stated assumption that the 
role of tax policy in ushering an egalitarian society should not be minimized, 
It has proposed, rather, that new funds for development be found in those area, 
where the administrative effort was least. Thirdly, the commission did not 
come out with a clear-cut program of taxation for economic development, 


i 


It is in this third area that this reviewer has most compassion and the 
greatest reservation about the treatment of any topic by the commission, 
The group did not face squarely that increased direct taxes, in the face of 
higher incomes, may just as often reduce saving as cut into luxury consump. 
tion. No one could expect this group to solve the problems of the dynamics 
of incidence during development, but these problems should have received 
more attention. On the other hand, the failure of the commission to link 
taxation with economic development benefits can only evoke sympathy. Since | 
specific benefits of a general program of development are not easily suscep- 
tible to measurement, and, even if they were, conditions in underdeveloped 
countries often preclude the introduction of income-elastic taxes. By infer- 
ence, the Indian commission has indicated that in the long run, a tax policy 
for an underdeveloped country must be made year by year, through the reap- 
praisal of the base of present taxes, and the introduction of new ones. The 
need for much empirical information about the method of assessment of these 
taxes before realistic recommendations are made is quite apparent, thanks 
to the work of this commission. 





Joseph Froomkin 


Cambridge, Massachusetts 
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SOME TEMPORAL ASPECTS OF THE GROWTH OF CITIES 
IN THE UNITED STATES* 


In earlier issues of this journal, , two features of the growth of cities 
in the United States were examined, the decennial increase in size and the 
decennial relative increase in size. The distribution of the decade growth 
rates was followed by decades through time and some of its internal workings 
were studied. Here the emphasis shifts to the growth pattern of individual 
cities, when followed for periods longer than ten years. Here the study cen- 
ters on (1) the average, taken over the census years, of the decade growth 
rates of aparticular city and the distribution of such averages; and (2) on 
the pattern in time common to the long-term growth trends of individual 
cities. 


The rates of growth of the individual cities, when followed through long 
periods as well as when taken by decades, have been unequal. The growth of 
the cities has therefore been accompanied by continuous change of pattern. 
Yet there are common elements in the changing patterns of individual cities' 
growth tendencies. These common elements appear as a feature of order in 
the growth of the cities viewed as parts of a system of cities in a progressive 
economy permitting free mobility of capital and labor. 


A. Divergence of Growth Rates through Time 





The regional divergence of rates of growth in the different decades 
among the cities with 10,000 or more inhabitants within their city limits has 
already been made evident earlier; the variability of decade rates has also 
been observed. Conceivably the variation in the decade rates of the cities 
might have occured on the average in a mutually offsetting manner, so that 
the averages over a long period of the growth rates of each of the cities would 
converge to the general mean of the average growth rates of all the cities. 

But such has not been the experience of the United States. The changing tem- 
poral pattern of growth of its individual cities has demonstrated divergence 

of individual cities' average growth rates in time; this pattern may be sum- 
marized by comparing these average growth rates of cities during various 
periods. 





* The author is on the staff of the Federal Reserve Bank of New York. 
However, the views and opinions expressed herein are not to be attrib- 
uted to the Federal Reserve Bank of New York or the Federal Reserve 
System, 


l, See my ''On Some Indications of Stability in the Growth of Cities in the 
United States", hereinafter referred to as ''Stability''; and ''Some Spatial 
Aspects of Urban Growth in the United States", hereinafter referred to 
as "Spatial Aspects"; this journal, April and July 1956. 
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Figure 1. 
Average Annual Percentage Rate of Growth of Cities 
100,000 or Over in 1950 in U.S. 
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The average annual growth means” of the cities have been computed by 
taking the arithmetic means of the decade rates, under the assumption that an- 
nual rates were constant over each decade. 3 Average annual rates have been 
calculated for three different groups of cities, and the measurements are sum- 
marized in Figure 1. In Figure 1, frequency distributions depict (a) the ave- 
rage annual growth of each of the 106 cities 100,000 or larger in size in 1950 
over its entire reported history; then (b) the same growth tendency for each 
such city that has been reported in the census continuously for at least a cen- 
tury; and (c) the average annual growth rate during exactly ten decades for 
each of the 339 cities that both were 10,000 or larger in size in 1950 and were 
reported continuously in the census for a century. The groups that form (b) 
and (c) distributions are included to permit strict comparability among the 
different rates. 


The figures reveal the divergence in time of the growth rates of the 
cities, particularly evident from Figure l-a, but also seenin Figure l-c. In 
the latter figure, the middle half of the rates fall approximately between 2.00 
and 4,00 percent. To give some idea of the divergence implied by this range, 
if two cities each 1,000 in size grow at a constant annual rate, one at 2 percent 
and the other at 4.5 percent, then in 100 years, the second will be over 11 
times larger than the first. Yet these measures underestimate the degree of 
divergence in growth rates of United States cities. They omit from considera- 
tion such cities that may have reached 10,000 in size at some time before 1950 
but that later have declined below 10,000 by 1950. Moreover, distribution 
l-c omits all cities that have been reported in the Census continuously but less 
than 100 years. Such cities are, of course, among the fastest growing in the 
nation. 


B, An Interpretation of Divergence in Time 





The divergence in time of the average rates of growth of individual 
cities should occasion no surprise. The interpretation of these facts adopted 
here lies in the development of a progressive economy. Arthur Burns' the- 
ory of divergence of growth rates may be extended beyond the sphere of the 
growth of industries.4 A progressive economy is always characterized by 
differences in the rates of development of its individual cities. Progress in 





2, The term "'rate'' is used synonymously with "average annual percentage 


rate", ''average annual rate'', and "average rate'' unless otherwise spe- 
cified. 


The assumption is of course contrary to fact. Little data have been col- 
lected dealing with the annual growth of cities. But see The Structure 
and Growth of Residential Neighborhoods, Washington, 1939, p. 91. 

The arithmetic mean was chosen as simplest to compute among mea- 
sures roughly suiting the purpose. 








A. F, Burns, in his Production Trends in the United States Since 1870, 
New York, 1934, described the pattern in time of the growth rates ofa 
system of industries. The methods employed by Burns have been adap- 
ted to show the pattern in time of growth rates of the system of cities. 
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the economy is marked by new inventions, changes in the methods of produ. 
tion, the discovery of new commodities, sources of raw materials, and suc, 
developments. These developments have ''served to stimulate or depress, py 
to an unequal extent, the development of various industries. "5 Similarly, thi; 
progress has also served to stimulate or depress, but to an unequal extent, 
the growth of various cities. Just as there is a constant migration of rela. 
tively mobile workers and mobile (free floating) capital between old and new 
industries in search of greater economic opportunities, so there is a migra. 
tion towards new cities. As the nation grows, the advantages of location as. 
sociated with the domain of the various large centers have changed not only 
for industries but for its contained cities. Rigidities of pattern within cities 
no less than within industries may occur, in the form of fixed capital, fixed 
vested interests, fixed organizational structures. 


Advantages of location become decisive in periods of general expansion, 
So we find evidence that the more rapid the growth of the general population, 
the greater is the variability of the decade rates of individual cities.° In per. 
iods of rapid growth, new capital, which is mobile, and new entrepreneurship 
also mobile, make the choice of location. Then new towns grow at exciting 
rates, their growth accentuating the divergence in growth tendencies within 
the system of cities both regionally and as to distance. 


Of course, the existence of divergence itself is not alone evidence of 
growth. The direction of the skew, leading towards higher values, attests 
the continuing impact of new conditions leading to the growth of cities that off- 
sets the drag of old conditions leading to decline in various parts of the urban 
system. Comparison of the three distributions of Figure 1 shows that the 
average growth rates of the 69 large centers that have been reported for at 
least a century reflect less divergence in time than those of other centers, 
By way of contrast, the following centers, over 100,000 in size in 1950 and 
having average annual rates in excess of 10 per cent during the reported his- 
tory of each, are relatively young, and not one is located in the Northeast 
region: 


Chicago, Ill. Omaha, Neb. 

Los Angeles, Calif. Long Beach, Calif. 
Milwaukee, Wis. Miami, Fla. 
Minneapolis, Minn, Oklahoma City, Okla. 
Seattle, Wash, Tulsa, Okla. 

Kansas City, Mo. El Paso, Tex. 
Denver, Colo. Kansas City, Kans. 
Oakland, Calif, Tampa, Fla. 

San Diego, Calif. Corpus Christi, Tex. 
Birmingham, Ala. Pasadena, Calif. 

St. Paul, Minn. Duluth, Minn, 





5. Burns, op. cit., p. 65. 


6. See ''Spatial Aspects", op. cit. States located in the different regions 
are also enumerated in that article. 
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C. Inconstancy of Rates of Growth 





The study of long term average growth rates just examined discloses 
only the most general features of the change in pattern of growth over time of 
the individual cities in the nation, Identical average growth rates, for exam- 
ple, may result from widely differing growth tendencies on the part of indi- 
vidual cities from decade to decade. We have already seen evidence of what 
might be called the inconstancy of the rates of growth of the cities in the fre- 
quency distributions of these decade rates.’ The range of the average annual 
rates gives an inexact but graphic impression of the extent of variation in in- 
dividual average annual rates of change from decade to decade. Table 1 shows 
the distribution of the ranges of average rates of the individual cities during 
the last century; that is, it shows for each city the difference between highest 
and lowest average annual rates during different decades. Almost half of the 
cities have ranges of their average annual growth rates of more than 10 per- 
cent, about a quarter more than 15 percent, and about a tenth more than 25 
percent. Galesburg, Illinois, with an astonishing 143.6 per cent, has the 
largest range of annual rates. 


Table 1. Frequency Distribution of Ranges of Average Annual 
Rates of Growth of the 339 Cities 10,000 or Over in 1950 in the U.S. 
and Reported Continuously for the Period 1860-1950 








Range of Average Annual Number of Cities 
Growth Rate, 1860-1950 over 10,000 
O- 4.99 57 
5- 9.99 126 
10 - 14.99 73 
15 - 19.99 26 
20 - 24.99 21 
25 - 29.99 12 
30 - 34.99 9 
35 - 39.99 4 
40 - 49.99 4 
50 - 59.99 2 
60 - 69.99 1 
70 - 79.99 - 
80 - 89.99 2 
90 - 99.99 - 
100 and over 2 
Total 339 


What about the distribution in time of largest and smallest decade growth 
tates for the cities? Table 2 summarizes this information by revealing the 
number of cities 10,000 or larger in size in 1950 in each region that have their 
highest and lowest decade growth rates in given decades. For example, of the 


ne 





1. See "Stability", op. cit. 














148 


SOME TEMPORAL ASPECTS OF THE GROWTH OF CITIES 


Table 2. Number of U.S. Cities 10,000 or Over in 1950, and Percentage 
of Total Number of Such Cities Reported at That Decade, Having Their 
Maximum and Minimum Growth Rates in Given Decades, by Regions 


Northeast 


Southeast 


Central 








Southwest Far West Northwest 
% of % of % of % of % of a sy 
total total total total total total 
repor- repor- repor- repor- repor- repr. 
Decade No. ted by No. ted by No. ted by No. ted by No. ted by No, ted by 
Maximum 
1940-1950 9 25 19 003 17 4.9 16 i5,8 «2s 18,2 ee 
1930-1940 l 0.3 2 1.0 1 0.3 7 6.9 3 2;% 
1920-1930 39 Ce | 27 13.6 4 3.4 9: 20:2. 27 ° Bikes 22585 
1910-1920 22 6.5 9 4.8 27 8.2 8 9.6 16 =14,3 kg 
1900-1910 43 13.4 25 13.9 3S 10.7 15 22.1 36 LL. 9" Utes 
1890-1900 34 i. 1 17 1052: 29 10.4 i2’. 24.5 l 3 ee ©, 
1880-1890 61 S322 45 31:3 41 15.4 2: S64 15 3256° 4? 
1870-1880 26 10.9 13 10.8 23 10,3 8 44.4 6 23.1 pes 
1860-1870 27 14.9 15 16.7 48 26,2 l Pe | 5 38.5 6 60,0 
1850-1860 35 23.2 is B34 55 48.2 s B.S 2 66:7 
1840-1850 21 17.9 6 18.7 17 38.6 
1830-1840 ll 10.8 2 8.7 8S 34.8 
1820-1830 12 13.0 1 Wok 3 23.1 
1810-1820 1 25.0 
1800-1810 7 10.9 7 58.3 
1790-1800 2 4.2 l 14,3 
Regional 350 204 347 101 136 81 


Grand Total -- 


1219 (43 cities first 


reported in 1940 or 


1950 omitted) 








Minimum 
1940-1950 78 22.0 24 11.8 44 12.7 10 9.9 14 102 9 Il 
1930-1940 163 46.2 60 29.5 146 42.2 43 42.6 79 58.1 23 24 
1920-1930 29 5 2 26 3 9.8 15 15.9 g 7.1 i 
1910-1920 12 es BS we 2 8 i 46.1 10 8.9 15 185 
1900-1910 4 1.3 7 3.9 38 12.3 . 143.2 3h 
1890-1900 . 2s 7.8 17 6.1 6 11.8 18 24.3 16 Zl 
1880-1890 6 2.3 4 2.8 10 Ry l ae 2 4,3 
1870-1880 11 4.6 14 11.7 18 8.1 1 5.5 3 115 
1860-1870 7 3.9 15 16.7 4 2.2 l 9.1 l 7.7 te 
1850-1860 5 3.3 6 9.2 3 2.6 
1840-1850 2 Be 2 6.3 4 3 
1830-1840 4 3.9 2 8.7 
1820-1840 2 ye 2 14.3 l 7.7 
1810-1820 ., 3.4 l 9.1 
1800-1810 6 9.4 l 8.3 
1790-1800 3 6.3 lie 
Regional 350 204 347 101 136 81 
Grand Total -- 1219 (43 cities first reported in 1940 or 1950 omitted) _aeiaialinle 
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144 cities reported by the Census in the Southeast region by 1880, 45 or 31.3 
percent experienced the highest growth rate of their career in the decade 
1880-1890. For one thing, the decades of highest and lowest growth of these 
cities appear to be scattered through the periods. In every decade, some 
cities in each region have experienced their most rapid growth, while others 
were experiencing their least rapid growth. And the decade when the larg- 
est percentage of cities experienced a maximum differs also between the re- 
gions. The definition of the decade of a maximum in this sense depends upon 
whether the base chosen is the total number in the region in 1950 or the total 
there at the given decade: 


Decade of Largest Decade of Largest Percent 








Region Percent of Total in 1950 of Total at That Decade 
NE 1850-1860 1850-1860; 1880-1890 
SE 1880-1890 1880-1890 
c 1850-1860 1850-1860 
SW 1920-1930 1870-1880 
FW 1900-1910 1900-1910 
NW 1880-1890 1880-1890 





This ambiguity does not exist for minimum rates. In every region, the larg- 
est proportion of the total number of cities reported in 1950 or at any other 
decade experienced their least growth in 1930-1940, General circumstances 
seem to influence failure to grow more than they influence growth. 


II 


A, Retardation in the Growth of U.S. Cities 





Some features of order that appear to operate in the growth of the system 
of cities are already brought to light from our study in the earlier articles of 
the size distributions of cities from decade to decade and of their decennial 
rates of growth from decade to decade. These features suggest approximate 
conformity to type of distribution, with characteristic shifts of various groups 
of cities within the distributions and with some evidence of pattern in the 
variation of parameters. Thus far in our examination of the average annual 
growth rates through time, the statistics have emphasized irregularity and 
lack of system, This second section reflects some elements of order in the 
average growth rates through time of the individual cities. 


The pervasive tendency towards declining average percentage decade 
tates of growth of cities through time has been observed in the decennial per- 
centage rate of growth of the cities in each region and in the rate for each dis- 
tance group. This section gives a statistical description of the retardation 
that exists in the growth rates of the 106 cities with 100,000 or more inhabi- 
tants in 1950, With 29.4 percent of the total population and half the urban (in 
the Census meaning) population, these cities are the largest in the U.S.; with 
few exceptions they are leading centers of activity; and in many cases their 
growth has been most rapid. It seems that the decline in the rates of growth 
of these cities is a general tendency in their development; that the decline 
may be viewed as due to progressive forces in the economy; that divergence 
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and retardation in growth rates apply not only to industries but also to cities 
in a progressive economy. 


One way to measure retardation is simply to plot on semi-log Paper the 
size of a city by decades and observe by eye the declining growth rates, The 
method has the virtue of emphasizing the general phenomenon and repressing 
the details, which are in fact of no particular significance. To save space ay 
assist in classifying cities roughly by growth features, the method used here 
is to fit a logarithmic parabola to the rates.® It should be emphasized, how- 
ever, that the arithmetical trappings of this method lend an air of specious 
accuracy that may be quite misleading, but is not intended to be, 


The average rate of retardation for New York City, for example, is .2) 
percent. This statement means that the decade percentage rate of growth of 
this city has a tendency to decline from decade to decade such that on the aye. 
rage the rate of growth in a given decade is 97.8 percent of the rate of growth 
in the preceding decade. Thus the percentage rate of retardation is an averay 
in the sense that it describes in summary fashion the general drift of the ac. 
tual rates. The type of curve chosen to describe the average is a matter of 
convenience within the requirements of the purpose to be served by the fitting 
process. Since the curve chosen here itself shows either accelerating or de. 
clining rate of growth over its entire course, the mere choice of such a curve 
implies some sort of presumption of growth characteristics; and it should be 
understood that the rates of retardation shown as averages for the cities are 
those of the curves fitted to the growth rates of the cities. To the extent that 
the curves fit ''well enough" to be regarded as representative of the trend of 
the rates, it is permissible to attribute to the cities themselves the character- 
istics of the curves. Here, it would seem to the eye that the fits are adequate 
for this general purpose. 


The "'stage'' and ''continuity"' as well as the rate of retardation were 
measured for each city. The stage of retardation refers in effect to the date 
at which the logarithmic parabola fitted to the various sizes through the dec- 
ades of a given city reaches a maximum. In fact, it is the point in time when 
the straight line fitted to the logarithms of the rates reaches the value 100, 
The date at which this occurs may, of course, define either a maximum ora 
minimum, depending upon the general trend of the city's rates, but the dates 
are listed only for maxima and are limited to the cities actually showing re- 
tardation. 


The stage of retardation thus supplements the measurement of rates; it 
emphasizes that, though two cities may have different rates of retardation, 
if their parabolic turning dates occur at the same decade they bear a certain 
resemblance to one another in their stage of development. The parabolic 
turning dates should not be thought of as predictions regarding when a city 
will cease to grow, for just as the average rates of retardation, they too are 
based upon a particular period of economic history. The measures show ten- 
dencies which have meaning and may be expected to persist beyond the period 
under study, but the procedure does not justify extrapolation of particular 
numerical results. 





8. For a description of the method, see Appendix l. 
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The ability of the measure of rate and stage of retardation to describe 
the growth tendency of a city depends upon the adequacy of the fit. But in re- 
vealing the aptness of the description of retardation given by the curve, the 
"continuity" of retardation is also important. Accordingly, measurement was 
made of this feature for each city. The measure gives a ratio of the excess of 
positive over negative first differences in the decade growth rate to the total 
number of first differences, The range of this measure goes from +1 to -1l, 
When each decade the rate of growth is less than in the preceding one, the val- 
ue of the measure is -1; when the number of increases in decade rates equals 
the number of decreases, it is 0; and when each decade the rate is greater than 
the rate of the previous decade, itis +l, Thus, the value of -28.6 percent for 
the continuity of retardation for New York was obtained by subtracting five 
positive first differences from nine negative first differences and dividing by 
14, the number of first differences in the sixteen decade rates, 


Retardation in the growth of cities was measured, then, in three ways: 
by means of the decade rates of retardation, the stage of retardation, and the 
continuity of retardation. The measures in each case cover the career of the 
city that is reported in the census table since 1810. In some instances, as for 
example, Philadelphia, Richmond, or Baltimore, the measure does not cover 
the entire life of the city. But the result in such cases is usually to understate 
retardation. 


B. The Statistical Evidence of Retardation 





The three measures of retardation have been computed for the 106 cities 
in the United States that were 100,000 or over in size in 1950. The informa- 
tion provided by the average rates of retardation is summarized in Figure 2, 
which gives the frequency distribution of decade rates. Only three cities 
among these large centers in the nation failed to show retardation in their 
growth rates: Norfolk, Virginia; Baton Rouge, Louisiana; and Berkeley, Cal- 
ifornia, Of the 106 cities some 94 or 88.7 percent have rates of retardation 
in excess of 2.00 percent each decade. It seems clear enough from the table 
and figure not only that the tendency in the growth rates of almost all the cities 
has been toward retardation in the rates, but that in the majority of cases it 
has also been very strong in its operation. 


The measurement of the stage of retardation (tables are not included but 
only summarized in the text) shows that 37 of the 103 cities reached their 
parabolic maxima before 1950, thus attaining a definite stage of maturity be- 
fore that date. Of course, there is nothing fixed or immutable about this fact 
for any particular city; common sense would suggest and the statistics con- 
firm that many of the 37 cities have not actually reached the apex of their size. 
Yet the measure suggests for these cities a stage of development which sets 
them off from cities which have not reached it. Roughly speaking, rapidly 
growing cities are the ones in the more advanced stages of retardation, This 
fact may be seen by comparison of rates and stages of retardation. Of the 
36 cities that had a decade rate of retardation in excess of 10.00 percent, 


only 11 have not yet reached a parabolic maximum. In order of their retar- 
dation rates, they are: 
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Figure 2. 
Frequency Distribution of Decade Rates of Retardation of the 
106 U.S. Cities 100,000 or Larger in Size in 1950 
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Decade Rate of Retardation 


Long Beach, Calif. 
Miami, Fla. 
Oklahoma City, Okla. 
Pasadena, Calif. 
Wichita, Kans. 
Spokane, Wash. 


Portland, Ore. 
Tampa, Fla. 
Denver, Colo. 
Fort Worth, Tex. 
Dallas, Tex. 


Other cities with rates of retardation in excess of 10.00 percent have 
These are, in the order of their retardation 


parabolic maxima in the past. 


rates: 


Tulsa, Okla. 

Gary, Ind. 

El Paso, Tex. 
Kansas City, Kans. 
Birmingham, Ala. 
Seattle, Wash. 
Minneapolis, Minn. 


Duluth, Minn. 
Milwaukee, Wis. 
Scranton, Pa. 
Toledo, Ohio 
Jersey City, N. J. 
Youngstown, Ohio 
St. Louis, Mo. 
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Omaha, Neb. Des Moines, Iowa 
St. Paul, Minn. Grand Rapids, Mich. 
Kansas City, Mo. Peoria, Ill. 

Oakland, Calif. Indianapolis, Ind. 
Chicago, Il. Cleveland, Ohio 


The phenomenon of retardation, though general among these cities, has 
not been continuous in its action upon any of them. But the negative signs of 
the measures of continuity for most cities demonstrate the predominance of 
declining rates of growth from decade to decade. The discontinuity of retar- 
dation arises from undulatory movements in the decade rates of all cities. 9 


When the different regions are compared as to the rates of retardation 
of their cities, it appears that the Northeast, with cities growing least rapidly 
of any region, has cities with the smallest rates of retardation in comparison 
with the other regions, The Central region, with higher and more stable rates 
of growth of its cities,also has cities with higher rates of retardation. The 
cities of the ''new'' region of the Far West reflect the widest range of rates of 
retardation, and there is little evidence among these cities, or indeed among 
the combined cities of the Far West, Southwest, and Northwest, of a tendency 
towards bunching of the retardation rates. It appears that in these regions the 
pattern of dominance of cities is as yet in a more fluid stage than in the older 
and more densely settled regions. 


The details of the measures of retardation allow classification of the 
cities upon the basis of some of their growth characteristics. Table 3 shows 
these details; Table 4 shows a classification, intended merely to illustrate the 
character of the similarities and differences among the cities upon the basis 
of growth patterns, The groupings in this table should not be taken too literal- 
ly, For example, cities reported before the decade 1840-1850 are arbitarily 
labelled "'old'"'; and any cities up to 100 years of "'age"' are called ''young". 
Again, to be called "'high"', a city's average growth rate must be over 75 per- 
cent per decade, Finally, a rate of retardation was Jabelled "high" only if 
over 7,00 percent per decade. It goes without saying that all these cities 
100,000 and over in size have high average growth rates relative to most other 
cities in the nation, and the comparisons are intended to be taken only among 
these cities and only in an illustrative manner. 


In general, among the ''old" cities, those of the Northeast and Southeast 
have low growth rates and low rates of retardation, while those of the Central 
region have high average growth rates but also high retardation rates. The 
classification shows that no new city in the Northeast among this group shows 
high growth coupled with high retardation. The two cities of the Southeast which 
do 80 include two resort centers, Miami and Tampa, and one industrial cen- 
ter, Birmingham, The remaining new cities with high growth and retardation 
tates are all in other regions. Only four cities in the Northeast appear in the 
‘new" classification. None is among the top 25 in size; two are suburban 








Burns found the same tendency in the growth of industries and investigated 
it at some length. Op. cit., Ch. V, ''Cycles in the Growth of Industries". 
One might speculate that a similar study of cities might show important 
similarities, if the data on city growth permitted such study. 
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Table 3. Average Growth and Retardation in the Growth of the 106 Cities 
in the U.S. 100,000 or Over in 1950 
Rank, 1950 Average (Decade) Average (Decade) 
Population Name of City Growth Rate Rate of Retardatio, 

l New York, N. Y. 41.2 « 23 
2 Chicago, Illinois iZi,s -17.6 
3 Philadelphia, Pa. 42.0 «= 2-3 
4 Los Angeles, Calif. 121.2 - 5.5 
5 Detroit, Mich. 84.7 - 5.9 
6 Baltimore, Md. 28.2 - 2.4 
7 Cleveland, Ohio 99.5 -10.2 
8 St. Louis, Mo. 76.3 -12.6 
9 Washington, D. C. 47.7 - 3.2 
10 Boston, Mass. yA eae | - 2.6 
11 San Francisco, Calif. 39.2 -~ 7.6 
12 Pittsburgh, Pa. 58.2 - 6.5 
13 Milwaukee, Wis. 138.5 -16,3 
14 Houston, Texas 75.1 - 2.4 
15 Buffalo, N. Y. 65.7 - 7.3 
16 New Orleans, La. 31,3 = 7 
17 Minneapolis, Minn. 116.9 -22.2 
18 Cincinnati, Ohio 61.1 - 9.0 
19 Seattle, Wash. 211.3 ~28.6 
20 Kansas City, Mo. 109. 3 ~18,8 
21 Newark, N. J. 40.0 - 6.1 
22 Dallas, Texas 84.6 -10.0 
23 Indianapolis, Ind. 68. 3 -10,3 
24 Denver, Colo. 111.8 -11.8 
25 San Antonio, Texas 64.0 - 4.0 
26 Memphis, Tenn. 52.7 - 4.4 
27 Oakland, Calif, 124.6 -18.5 
28 Columbus, Ohio 60.1 - 6.7 
29 Portland, Ore. 83.7 -13.6 
30 Louisville, Ky. cf a - 8.6 
31 San Diego, Calif. 129.3 - 6.5 
32 Rochester, N. Y. 38.1 - 6.9 
33 Atlanta, Ga. 74.2 -11.5 
34 Birmingham, Ala. 163.6 -30.2 
35 St. Paul, Minn. 134.9 -19.7 
36 Toledo, Ohio 80.1 -13.5 
37 Jersey City, N. J. 71.0 -13,1 
38 Fort Worth, Texas 85.9 -11.6 
39 Akron, Ohio 67.5 - 4.2 
40 Omaha, Neb. 142. 3 -22. 1 
41 Long Beach, Calif. 237.7 36.0 
42 Miami, Fla. 208. 1 -33.2 
43 Providence, R. I. 27.8 - 2.4 
44 Dayton, Ohio 65.8 - 6.7 
45 Oklahoma City, Okla. 142.7 -29.7 
46 Richmond, Va. 28.9 - 1.6 
47 Syracuse, N. Y. 27.2 - 3.2 
48 Norfolk, Va. 27.4 + 1.6 
49 Jacksonville, Fla. 78.5 - 6.7 
50 Worcester, Mass. 37.8 - 2.4 
51 Tulsa, Okla. 325.9 82.4 
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Rank, 1950 Average (Decade) Average (Decade) 
Population _Name of City Growth Rate Rate of Retardation 

52 Salt Lake City, Utah 44.5 - 5.8 
a f 53 Des Moines, Iowa 62.1 -11.8 
de} 54 Hartford, Conn. cr - 1.2 
thon 55 Grand Rapids, Mich. 61.1 “11.7 
56 Nashville, Tenn. 35.5 - 3.4 

57 Youngstown, Ohio 67.2 -12.7 

58 Wichita, Kansas 91.9 -15.0 
59 New Haven, Conn. 29.9 - 3.6 

60 Flint, Mich. 66.2 - 3.8 

61 Springfield, Mass. 34.6 - 1.6 

62 Spokane, Wash. 52.9 -13.8 

63 Bridgeport, Conn. 46.6 - 6.6 

64 Yonkers, N. Y. 40.2 - 5.3 

65 Tacoma, Wash. ce - 3.4 

66 Paterson, N. J. 335.0 - 6.3 

67 Sacramento, Calif. a is ra. | oie 

68 Albany, N. Y. 27.3 ae 

69 Charlotte, N. C. 64.6 - 4.6 

70 Gary, Ind. 85.5 -47.6 

71 Fort Wayne, Ind. 44.4 - 6.7 

72 Austin, Texas 93.5 - 8.2 

73 Chattanooga, Tenn. 54.3 - 8.6 

74 Erie, Penn. 56.2 - 5.3 

75 El Paso, Texas Sotee -35.9 

76 Kansas City, Kansas 177.3 -33.7 

77 Mobile, Ala. 47.9 - 4.6. 

78 Evansville, Ind. 55.7 - 9.8 

79 Trenton, N. J. 36.1 - 1.8 
80 Shreveport, La, 55.8 - 1.8 
| 81 Baton Rouge, La. 53.5 + 3.5 
82 Scranton, Penn. 48.4 -13.9 
83 Knoxville, Tenn. 46.0 - 4.2 
84 Tampa, Fla. 142. 3 ~1%,3 
85 Camden, N. J. 45.9 - 8.2 

86 Cambridge, Mass. 32.6 - 3.6 

87 Savannah, Ga. 24.5 - 3.9 

88 Canton, Ohio 51.1 - 7.9 

89 South Bend, Ind. 57,3 - 8.2 

90 Berkeley, Calif. 81.2 +22.5 

91 Elizabeth, N. J. 32.5 - 1.2 

92 Fall River, Mass. 43.8 = Fee 

93 Peoria, Ill. 60.7 -10.4 
94 Wilmington, Del. 28. 3 - 5.4 

95 Reading, Penn. 30.9 - 3.9 

96 New Bedford, Mass. 27.9 - 1.2 

97 Corpus Christi, Texas 186.5 - 8.8 

98 Phoenix, Ariz. 84.4 - 7.7 

99 Allentown, Penn. 44,8 - 4.2 

100 Montgomery, Ala. 54.1 - 4.4 

101 Pasadena, Calif. 110.5 -17.5 

102 Duluth, Minn. 125.2 -17.0 

103 Waterbury, Conn, 32.4 - 4.5 
104 Somerville, Mass. 44.9 - 9.4 

105 Little Rock, Ark. 56.6 - 7.3 

106 Utica, N. Y. 36.1 - 5.2 











156 SOME TEMPORAL ASPECTS OF THE GROWTH OF CITIES 


cities, Somerville, Mass., and Yonkers, N. Y.; all four have relatively low 
growth rates. Of the new cities with high and steady growth, two, Los Angeles 
and Houston, are among the top twenty-five in size, and the other two, San 
Diego and Jacksonville, are both resort centers. 


Also, the table verifies the observation that high growth rates and high 
rates of retardation usually go together. If "higH'growth were redefined fo; 
the smaller 78 of the cities, the tendency would be even clearer. Finally, 
one can see that the retardation rates of younger cities are in general higher i 
than those of older ones. Taken with the knowledge that high retardation ugy. 
ally implies a late stage of development, this finding would seem to suggest 
that younger cities have tended to pass through the various stages of develop. 
ment faster than the older cities. 


It might be thought that the retardation observed here in the growth 
rates of the U.S. cities 100,000 or more in size in 1953 is a result, not ofa 
general characteristic of the growth of these cities, but of the choice ofa 
measure for depicting their growth. In the standard metropolitan areas of 
the 106 cities under study here, most central cities have failed increasingly 
in each decade since 1910-1920 to grow percentagewise as fast as their ow 
outlying surburban rings. Therefore,the argument might run, the present 
choice of the central city population as the unit of measure itself introduces 
a bias which produces the tendency of the growth rates to decline through tim 
that is described here as a characteristic of the cities' growth itself, 


It cannot be denied that the choice of central city population as a mea- 
sure somewhat understates the percentage growth of many population centers 





since 1910-1920. To the extent that this is true, a bias is introduced towards 
slightly higher retardation rates for many of the centers. However, the pow- 
erful and pervasive nature of the tendency towards retardation in the growth 

of these population centers, defined either by means of their city limit popula- | 
tions or by their standard metropolitan area (s.m.a.) populations, remains | 
well established. The addition of suburban to central city populations in mea- 
suring the sizes of the s.m.a.'s during the twentieth century does not produce 
so drastic a change in the growth history of the population centers under study | 
here over their entire courses as might be supposed at first thought. In fact, 
the growth rates of the population centers under study here reflect the tendency 
towards retardation even if during the decades of the twentieth century their | 
sizes are measured by the s.m.a. populations rather than by their central 
city populations. Indeed, there is a general tendency towards decreasing per- 
centage growth rates on the part of most of the s.m.a.'s themselves during 
the five decades of the twentieth century. 10 








10. See Don F. Bogue, Population Growth in Standard Metropolitan Areas, 
1900-1950, December 1953. Bogue calculated the percentage growth rates | 
for each decade from 1900-1910 to 1940-1950 for each of 162 standard 
metropolitan areas in the U.S. If, for the 106 cities under study here, 
the growth rates for decades before 1910 are joined with the growth rates 
of the s.m.a.'s of these cities for the decades 1910-1920 and after, in 
order to describe the growth trends of these population centers, visual 
inspection of the graphs of their growth trends reveals that in most case 
the tendency towards retardation is only slightly lessened by the substi- 
tution of s.m.a. rates for central city rates. 











Classified bv Some Growth Characteri aticse* 


The 106 Cities 100.000 or Over in 1950 in U.S. 


Table 4. 
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To summarize, this statistical study has shown that retardation affectey 
the growth of most cities in the nation that were 100,000 or over in size in 1954 
that its action upon the growth of these cities has been in many instances Quite 
strong; that its operation has not been continuous, but has been interrupted by 
undulatory movements in the rates from year to year. The size of these large 
cities is evidence of their generally more rapid growth. It would seem that 
the generalization applying to these fast growing cities could be extended to 


smaller "successful" cities, such as the cities 10,000 or larger in 1950, thoug: 


more frequent exceptions to the tendency would probably be found. From this 
study it appears too that usually the faster growing cities experience more 

rapid retardation of growth rates. Cities with high average growth rates oye; 
time are usually in a more advanced stage of retardation. There is evidence 
that the rates of retardation of younger cities are usually higher, and there 
is the suggestion that these younger, more rapidly growing cities are passin 


g 
through the stages of development more rapidly. 


Ill 


A. Some Factors Affecting Retardation 





The conclusions of the statistical study of retardation agree with the 
common sense observation that cities grow and decline. Ina sense, the no- 
tion of retardation in the growth of cities is merely an arithmetic teutology, 
It is difficult to conceive the size of population that would ensue from a con- 
stant rate of increase in the total over a time period of any appreciable dura- 
tion. In a world of relatively scarce resources, Nature, like the English 
common law, has prohibitions against protracted accumulation at compound 
interest. It was essentially a recognition of this fact that led writers like 
Quetelet and Verhulst to the formulation of ''laws'' of population growth in- 
volving retardation. 11 


In his study of retardation in the growth of industries, Burns pointed 
out the difficulty of imagining the consequent size of the total output given an 
increase in production at a uniform or increasing rate over a time period of 
any length. He reasoned that under progressive conditions, an increase in the 


total at a decreasing or even a uniform rate would necessarily lead to retarde- 
tion in the growth rates of individual industries. 12 His reasoning can be adap- 


ted to apply to the cities of a growing population system. 


Let us assume that the total population increases at a constant rate over 
a fairly long period. The total urban population (urban being defined as popu- 
lation in places over some size, say, 2,500) may increase at an increasing, 
constant, or declining rate. Let us also assume that, as a result of an ex- 
cess of the number of new cities springing up over the number of old cities 
dying, there is a net increase in the number of cities in existence. Then itis 
necessary to show that under any of these conditions the rate of growth of 
individual cities will be declining. 


—— a 





ll. D'Arcy W. Thompson, On Growth and Form, New York, 1948, P. 152, 





12. Burns, op. cit., p. 121. 


| 

















fected 
in 1954 
| Wite 
ted by 
d large 
that 

1 to 


, thoug: 
n this 


8 Over 
lence 


SSing 


> NO- 
ogy. 
con- 
dura- 


und 
ke 


in- 


ted 

en an 
od of 

e in the 
‘etarda- 
e adap 


te over 
} popu- 
sing, 
ties 
en it is 


, 152. 








ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 159 


If the rate of growth of the total urban population is constant or declin- 
ing, then with an increase in the total number of cities, the ratio of the popula- 
tion of most individual cities to the total urban population will decline. There- 
fore the rate of growth of most cities will be a continually declining fraction of 
the rate of growth of the total urban population. The rate of growth of the 
total urban population cannot long be increasing if the rate of growth of the 
total population is constant. For this implies continuing migration from rural 
to urban districts at increasing rates. Thus, if the total population increases 
at a constant rate, and the number of cities increases, the growth of most 
individual cities will reflect retardation. These considerations apply with 
more force to the case of the declining rate of increase of the total population, 


The total population of the United States in fact increased approximately 
at a constant rate up to 1860 and since then at a decreasing rate; the urban 
population, though generally increasing at a faster rate than the total, has 
since 1860 also experienced retardation; and the total number of urban places 
has increased each decade. The growth of population in the United States has 
thus appeared to conform with the conditions assumed in the above argument. 
Under progressive conditions that include growth of the total population and net 
increase in the number of cities in a population system, the growth rates of 
individual cities, it would seem, necessarily reflect retardation. The question 
is raised as to some factors which may lead to declining growth rates. 


B, The Effect of Technical Progress 





Our interpretation of retardation is that new cities appear as an adjunct 
to progress in the economy, and that their rising leads to retardation in the 
growth of old ones. The mechanism by which technical progress seems to 
take place is worthy of a brief review here. It is now a familiar fact that in- 
creasing education and a rising living standard in this country have led to the 
stimulation of industrial innovation. With the introduction of new goods comes 
an increase in competition, not merely among firms but among whole indus - 
tries--for example, oil against coal, television against movie, truck against 
train, The new products act partly as substitutes for the old. Increasing di- 
versification of production occurs as a smaller share of the total is required 
to be devoted to satisfying basic wants; this very diversification intensifies 
inter-industrial competition. Because the advent of every new commodity im- 
plies a shift of purchasing power from some old one, the increase in the num- 
ber of new products operates to retard the production of the old ones. 13 


Our explanation of the increase in the number and the retardation in 
growth of cities is hardly different from the above explanation for industries. 
The principle is the same: new cities act partly as substitutes for old ones. 
The increase in the number of urban places as the population moved west to 
new cities and the growth of the cities as the population migrated from the 
farm to older ones may be regarded as different manifestations of the same 
Process of the growth and development of the nation, 


Let us consider the westward movement of population first. We remem- 
ber the data in the earlier articles indicating the effect of distance from other 








13, Burns, op. cit., p. 126. 
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centers upon the ability of a given city to compete for influence over the adja. 


cent surrounding population and therefore upon its ability to grow. We cap ¢ 
imagine that as the frontier advances, new towns spring up at points of loca. |< 
tional advantage to supply the frontiersman and provide an outlet for his prod. te 


ucts. But presumably they are not far distant from one another on the average 
just as the frontiersmen by and large do not migrate over great distances to | 
advance the frontier. Trading posts attract migrants, in general from the 
east, and these places grow with the tide of movement westward in general i, 
relation to the density of settlement and differentiated by their strategic ad. 
vantage in serving populations. These original places may be looked upon as 
so many ''decisions'' estimating the probable course of the frontier westward 
in the future. These places form substitute service centers for old ones 
farther east. 








From the viewpoint of the nearby population, they form substitutes foy 
places of higher order (in the sense of Cristaller) to the east. To the back. 
woodsman, a New Canton must serve as his New York, Boston, and Washing. 
ton rolled into one. But viewed from the standpoint of the system of centers, 
the new cities compete at first with lower order places, then later on with 
successively higher order places, if they continue to grow. Thus, one could 
picture an easterner shocked in the 1850's to learn that the population of St, 
Louis is only 77,000, compared with New York's 696,000; he would be more 
shocked to learn that the population of St. Louis was only 16,500 in 1840, and Si 
that it had multiplied five times in a decade. 


This view that westward migration was in effect a movement towards 
new cities has the support of a historian of the movement westward who writes 
of the development of the "urban frontier''. 





Certainly the history of westward expansion demonstrated that proximity 
was of primary importance; unless nature's obstacles intervened each 
new region was settled from neighboring areas rather than distant 
points...this was a universal rule... 

The specialists drawn to the West by the magnet of opportunity--mil- 
lers, merchants, grain dealers, slaughterers, distillers, speculators, 
schoolmasters, dancing teachers, lawyers, and editors--chose their 
homesites at strategically located points in the center of agricultural 
communities, usually selecting a crossroads, a point at the head of nav- 
gation on some stream,or an advantageous spot on a canal or railroad, 
As more and more concentrated there, a hamlet, then a village, thena 
town gradually took shape. 14 


Indeed the westward movement of population in the United States is mert! 
a spectacular example of a general process of population growth. As the total 
population of a nation increases under progressive conditions in the economy, 
a smaller portion of the total population (like total production) needs to be de- 
voted to satisfying basic wants, such as food, shelter, and the like. The truth 
of this proposition in the U.S. with regard to food hardly needs comment, Tht 
following table shows the phenomenal decrease in the farm population as 4 pe 


ad 








14, Ray A. Billington, Westward Expansion: a History of the American Fro 
tier, New York, 1949, pp. 7, 9. 
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{the total, the population classified as rural-farm amounting to 15 per- 


nt 0 
pee of the total in 1950 and probably amounting to at least 90 percent of the 


total in 1790. Some figures are available to illustrate the proposition in re- 
gard to other occupational classifications. 


Urban, Rural, and Rural-Farm Population as Percent of Total 
for Selected Years, U.S. 





Year Urban ' Rural Rural-Farm 
1950 59.0 41.0 15.3 
1940 56.5 43.5 22.9 
1930 56.2 43.8 24.6 
1920 $1.2 48.8 29.8 
1910 45.7 54.3 

1900 39.7 60.7 

1850 15.3 84.7 

1790 5.1 94.9 


Source: Compiled from U.S. Census of Population, 1940 and 1950. 





The trend since 1870...has plainly been away from production of phys- 
ical goods and toward distribution and service; toward pursuits in 
transportation, communication, and trade; service pursuits; and 
clerical pursuits. With the advance in scientific and technological im- 
provements--particularly with the rapid advance of the mechanization 
of industry--a smaller and smaller proportion of the Nation's labor 
force was needed to produce food and goods, and a larger and larger 
proportion found employment in distribution and service. 15 


The increasing diversification of the occupation of the population in- 
creases the competition among the cities for influence over subsidiary centers 
inthe nearby population. This tendency was in operation early in the life of 
the nation: 


With the settlement of the trans-Appalachian hinterland, New York, 
Philadelphia, and Baltimore engaged in a mighty struggle with one 
another for the conquest of western trade. Content no longer with 
nearby tributary districts, they sought to carve out economic depen- 
dencies and spheres of influence in the more distant country. This 
conflict of urban imperialisms was most strikingly evidenced in the 
tivalry for transportation routes connecting with the West...Mean- 
while, middle-western cities, inspired by the eastern example, en- 
tered upon a somewhat similar struggle for power, each sseking to 
enlarge its orbit of trading operations at the expense of rivals and to 
benefit from the new ties with the seaboard. With a view to the 


eee 





15, Alba M. Edwards, Comparative Occupation Statistics for the U.S., 


1870 to 1940, Washington, 1943, p. 102. 
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commercial possibilities of a farther West, Chicago, St. Louis, Mem. 
phis, and New Orleans pushed competing plans for the construction of 
a Pacific railroad... ! 


One can speculate that as the population oriented to a certain metropol. 
itan center A, but near the outer fringes of its sphere of influence, increase 
over time with increased diversification of commodities and Occupations, many 
new and small places spring up, competing with one another in basic unspeci- 
alized services and each representing some group's estimate of the future 
course of the development around about them. As a result of countless dif. 
ferent factors, mostly related to relative locational advantages, but including 
political influence, salesmanship, chicanery, and no doubt fraud, one city, 
B, gains a crucial advantage over its nearby competitors and rapidly extends 
its influence. At this stage in its development, which often seems to be when 
it is quite small--if one can judge so difficult a point upon the basis of the 
rough data available--it experiences growth at a rapid rate. 


The diversification of occupations leading to the original development 
of this hypothetical town continues; its crucial advantage increases the number 
of its opportunities and therefore increases the relative frequency of moves 
to it compared with its competitors. When finally it has grown, if in fact it 
does so, to such an extent as to compete effectively with the original center 
in specialized as well as generalized services, its growth rate is probably 
higher than that of the original center, but has declined relative to newer cit- 
ies far distant from it in some other direction which are undergoing the same 
process of development. Advancements in technology, meanwhile, lead to 
increasing diversity of occupations. Migration to the cities continues, people 
moving from areas of relatively static or declining economic activity to those 
of increasing economic activity and from towns offering opportunities in gen- 
eral services to those with specialized opportunities. New cities during the 
early phases of their growth thus attract people from other cities and towns 
as well as from rural areas. Presumably, too, the chance is greater thata 
given person, situated equidistant from two cities of the same size and in 
search of greater economic opportunity, will choose to move towards the city 
with apparently most rapidly expanding economic activity. The total popula- 
tion at any one time being relatively fixed, every new city thus represents an 
absolute or relative shift of population away from some old city. The in- 
crease in the number of cities therefore tends to retard the rate of growth of 
old ones. 


C. Aspects of City Rivalry within a Growing Population System 





1. Rural-urban migration. The process of the substitution of new cit 
ies for old cities as service centers for a population located in a given area 
takes the form of competition in various forms. In some instances this ri- 
valry is overt and obvious; in others its working is concealed and not obvious. 
One principal form is competition for people, and rural-urban migration may 
be viewed in this light. Newly developing regions and new cities offer rela- 
tively superior attraction to migrants by the apparent offer of relatively 





OO 





16. Arthur M. Schlesinger, op. cit., p.50. 
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Mem- superior opportunities. The mechanism by which the distribution of migrants 
m of occurs among Cities of different regions is as yet imperfectly described. It 
would seem that it must be superimposed as a general drift upon the general 
process of cityward migration, but the two types of movement are usually 


ropol. treated separately. 

eases 

S, Many Let us consider the movement to the cities. Several well established 
speci- empirical rules have governed this movement. Few western cities have in the 
ire past maintained their populations through natural increase (excess of births 
dif. over deaths). This quantity is negative in the city and probably increases di- 
‘Luding rectly with distance from large cities. Thus, given technical progress, the 
ity, sections of the nation's area farther distant from large centers produce the 
xtends greater excess of population over future ''requirements'"'. This excess tends 

e when to flow towards cities, and the flow is sufficient to partially maintain the pop- 
the ulation of the cities and generally to produce all their growth. The mechanism 


of this flow can be described approximately as follows. Where population den- 
sity is fairly uniform, moves are predominately of short distance, the rela= 








nent tive frequency of moves to a given place varying inversely with distance. 

number Large cities draw migrants from their immediate environs, and the losses of 
oves this territory are more or less offset by moves from farther distances. 

ct it Since the process occurs in all directions about a given city, it varies between 
enter cities according to the differential ''pulls" of various centers of roughly the 

ably same size and distance apart. 18 These differential elements of attraction 

er Cit- among cities of the same size or type impart a drift or set to the migration 

e same stream which may be compared with currents in an ocean. The supply of mi- 
d to grants at any time being absolutely limited, each such set or drift leads toa 
people relative counter movement representing for the corresponding section of the 

© those nation and the cities located therein a relative dispersion of people. Thus, the 
n gen- relative gain of the cities of the Central or Chicago region was the relative loss 
ig the of the cities farther east in Ohio, in turn the relative loss of the trans-Appa- 
Owns lachian center of Pittsburgh and the Eastern metropolitan centers of New York, 


thata | Philadelphia, and Baltimore. 
| in | 














he city | 

opula- | \7, See, for example, J. A. Quinn, Human Ecology, New York, 1950, Ch. 

ents an | XVII. In general it seems that little attempt is made to explain westward 

in- migration in terms of a movement towards new cities: for an account 

wth of | of the mechanism of migration, see S. A. Stouffer, 'Intervening Oppor- 
tunities: A Theory Relating Mobiligy and Distance", American Sociolog- 
ical Review, Vol. 5, 1940, and D. L. Bright and D. S, Thomas, "Inter- 
state Migration and Intervening Opportunities", Ibid., December 1941. 
But cf. Carter Goodrich et al., Migration and Economic Opportunity, 
Philadelphia, 1936. Plates VI-a and VIIlI-a and accompanying text seem 

ew Cit- to be the accepted statistical description of westward migration and the 

area | northern migration of negroes. 

s ri- 

»bvious. 18, Neglecting considerations of accessibility, these pulls would appear to 

on may be related to some combination of the dengity of population nearby the 

rela- place and its rate of growth and distance from other centers. The 

ly P|P2/D by hypothesis of G. K. Zipf has not been studied in relation to 

— the general drift of a migration movement. See his ''The P)P2/D Hy- 








pothesis’, American Sociological Review, December 1940, pp. 845- 
867, 
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Throughout the nineteenth century the relative gain of the cities in states 
farther west was the relative loss of the cities in states farther east, 19 Then 
when the accelerating pace of technical progress reached the agriculture Of the 
South, there was a northward drift imparted to the migration stream formed 
by Negro migrants released from farm work, a drift partially offsetting the 
relative loss of the Northeastern cities to westward, but not sufficient to pre. 
vent cities of the South from growing at rapid rates. Of late, the currents ap- 
pear to have shifted again toward the newly developing regions of the coastaj 
cities of the Far West and Southwest. 


It is surely misleading to think of the results of these population moye. 
ments in terms only of the total populations of the respective regions, Migra. 
tion is known as a general rule to proceed between rural and urban areas, ay 
given technical progress, to result generally29 and as a net figure in migratin, 
to the cities. In fact, since the sets and drifts of this migration stream lead 
to increased relative frequency of moves to newer cities, the competition fo; 
people that proceeds with technological advance results in retardation of the 
growth rates of cities as they grow older. 


The selectivity of rural-urban migration also illustrates the operation, 
the competitive principle. It is now well established that the movement from 
rural to urban areas attracts largely the youthful potential family heads, and 
most of these migrants are between the ages of fifteen and twenty-five, 2! fp 
fact, one writer has described migration to the city as ''a phenomenon of the 
adolescent period". 22 Also, this migration is selective as to sex, in gen- 
eral? attracting more females than males. Youth is the stage of human de- 
velopment when man viewed as a productive factor and a potential family head 
is most mobile, in the sense that he has then the least restricted choice as to 
the lacation of the investment of his resources of talent and service. Also, the 
young female is generally the more mobile of the potential family partners, 
Moreover, young labor is the type that is ''saved'' by the advance of technolog 
in agriculture, in the sense that it is displaced or laid aside and made available 
by the displacement for other uses. The principle illustrated by the selectivity 
of migration to the city is that in the long run new ventures attract relatively 
free factors of production. 





19, The relative loss of eastern cities was not offset despite large immigr- 
tion from Europe. Note that the discussion is in terms of relative rates 
of change and not in terms of absolute increase in numbers. 


20. There is evidence that migration is strongly affected by cyclical fluctu- 
ations in business. See T. Lynn Smith, 'Rural-Urban Exchange of Pop 
lation", in T. L. Smith and C. A. McMahan, The Sociology of Urban Lil 
New York, 1951, pp. 307-312, for a good account of internal migration 





21. -tbid., p. 309. 
22. Hornell N. Hart, as quoted in Smith and McMahan, loc. cit. 


23. The exception in regard to dex differences is the migration of Negroes 
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northward from the South. This does not seem to be an exception to the | 


general principle under discussion. 
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2. The location of industry. The inception of new cities has tended to 
retard the growth of old ones, not only through competition for population but 
through competition for free and mobile capital seeking apparently superior re- 
turn. Capital that flows to new industry is diverted either absolutely or rela- 
tively from old industries, for at any given time the supply of capital is relative- 
by Saees Industries growing more rapidly in terms of employment than the total 
population have to attract workers from old industries or obtain them from the 
ranks of new workers. It seems fairly well established that the rates of growth 
of industries are retarded as a necessary feature of technical progress and of 
the increase in the number of industries. Also,it seems fairly well established 
that new cities surpass old ones in growth as a rule,through their superior 
ability to attract migrants. It would seem to follow that new industry is rela- 
tively frequently located in new cities and that such location of new industry 
tends to produce declining rates of growth in older cities. 





Evidence of industrial growth in different sections of the country is not 
inconsistent with the above interpretation of retardation in the growth rates a- 
mong cities. It is important to point out that industrial activity, like population, 
is highly concentrated in and around the cities of this nation. In 1947, for exam- 
ple, out of a total of 3,073 counties in the country, 45 contributed 50 percent of 
the value added by manufacture and 181 contributed 75 percent, 24 Thus, statis- 
tics given in terms of state and regional totals can be assumed to give a fairly 
adequate, though approximate, general impression of the movement of industry 
located in the contained cities of the respective states and regions. 


The principal manufacturing areas in the nation, by and large, specialize 
in the products of the different industries. Typically, an area is known for its 
own specialties, though it may contain a large number of smaller industries. 
Diversification upon a wide scale seems to be a characteristic of the age of an 
industrial area. In regard to the growth of industry in the different areas, one 
important piece of evidence is the tendency throughout the nineteenth century for 
manufacturing industry to shift to the west. This development "has represented 
not so much a migration of industrial plants as the establishment and expansion 
of new manufacturing units, ''25 Increasingly in the twentieth century, this 
tendency has been directed towards the Southwest, the Far West, and the South- 
east, Although new industries may possibly be dispersed in their location, 
as for example the baking industry, localization has been characteristic of 
most industries newly arising since about 1900. The consequence is that manu- 
facturing has been stimulated in only a few districts. On the other hand, indus- 
trial gains have been restricted in those areas containing important represen- 
tation in the older industries whose produces were being supplanted. Industrial 





24, Rand-McNally, Commercial Atlas, Chicago, 1952,p. 37. 





25. Glenn E, McLaughlin, Growth of American Manufacturing Areas, Pitts- 
burgh, 1938, p. 211. This study of 33 major industrial areas in the na- 
tion over the period 1870-1930 deals with county rather than city limit 
areas, and it includes only Birmingham in the Southeast or Southwest. 
Yet it seems adequate to reveal general growth features. 





2, Charles R, Wardwell, Regional Trends in the United States Economy, 


Washington, D. C., 1951, pp. 31-33. 
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specialization, it appears, tends to produce extreme rates of growth of indus. 
try, new industries producing high rates of growth, old industries Producing 
low rates. But diversification, a characteristic of older industrial areas, 
precludes high rates of growth in general. Finally, though many factors may 
contribute to regional differences in the rates of growth of manufacturing te ' 
these industrialized areas, ''an old area and a new area may be growing at 
prneesee:'* abaatan regardless of the extent of natural advantages of relative 
costs,"' 


Studies made of the period from 1929 to 1947 seem to confirm the fors. 
going description. In terms of production worker employment, relative 
growth was less rapid in the Northeast and most rapid in the Far West ang 
Southwest. 


New capital investment is flowing increasingly into the South and West 
and swelling their share of the total national stock of real fixed Capital, 

Although total outlays per worker for new plant and equipment were 
less in the East than in the West and South, expenditures for new plant 
lags more than expenditures for new equipment. In industry after in. 
dustry, output per worker for new plants in 1947 were higher in the 
West and South than they were in New England and the Middle East; 
they were highest in the Southwest and next highest in the Far West, 
with the Northwest third. 


These same regions have predominated, with some shifting among themselve 
with regard to ranks, in the growth of new construction, of retail sales, and 
of income. Industrial gains tend to attract new population to an industrial 
area, and new population in turn tends to attract additional subsidiary serv- 
ice industry as well as to stimulate the construction industry in the area, 28 


It would be possible to elaborate this description of regional differences 
in the rates of growth of industry; however, the evidence reviewed seems 
ample to illustrate that regions containing cities with high rates of population 
growth are also regions containing cities with high growth rates of industry, 
trade, and other forms of economic activity. It also illustrates the tendency 
for new industry to be relatively frequently located in new cities. Thus, the 
superior opportunities offered by new places for mobile, floating labor and 
capital lead to retardation in the growth of old industries and of the population 
in old cities. 





27. McLaughlin, op. cit., pp. 224, 250. 


28. Wardwell, op. cit., pp. 3, 83-84, 91-92, 116. 
Ibid., p. 91. 
Ibid. , p. 92. 
Ibid,, p. 83. 
Ibid., p. 84. 
Ibid., p. 3. 
McLaughlin, op. cit., p. 213. 
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3, New cities and innovation. One explanation for the attractiveness of 
new cities to new industrial plants and to new workers may lie in the offer of 
superior returns relative to alternative opportunities for use. A systematic 
discussion of this principle operating here might elaborate, for one thing, the 
myriad advantages for new industry of a ''fresh start''. These advantages 
are not limited to the freedom to use new methods of employing physical re- 
sources, but include also freedom to work out new forms of industrial organ- 
ization, and finally to design, lay out, and organize the structure of the cities 
themselves. One is reminded of the view of Schumpeter, for example, that 
the wage of innovations accompanying the introduction of the railroad shaped 
the face of the Midwest and determined the structure of its cities as well as 
determined their rates of growth. 29 As Chicago, for example, is the "city 
of railroads", so Los Angeles is ''twenty-seven suburbs in search ofa city", 
its structure shaped by another dominant mode of transportation. Just as the 
long'wave of growth in the Middle West followed "'railroadization"', so one 
might view the growth of the Southwest in terms of the innovations of the oil 
and chemical industries. 





The second general principle involved in the attractiveness of new cit- 
ies may be thought of as the decreasing effectiveness with which additional 
physical increments of some agents of production may be employed, while 
amounts of others are held constant. Some discussions of the disadvantages 
of life in large cities give expression to this tendency. 30 The "cost of liv- 
ing'' tends to be higher in large cities, the difficulties of government increase, 
and one finds institutional delay and disruption more evident and more costly. 
On the other hand, labor is more highly organized, vocally aggressive, and 
costly. Increased costs tend to force land to be ernployed in "higher" uses, 
like banking, insurance, and finance. Schumpeter's ideas, for example, 
suggest that even though large cities may attract administrators of high cali- 
ber, a premium is placed upon imitative responses by the vested interest of 
the controllers themselves. And McLaughlin remarks that 


A mature economic area with few year-to-year changes in the local 
industrial structure is likely to attract men skilled in the management 
of routine affairs. On the other hand, a younger area with a rapid 
growth in both number and size of establishments can be expected to 
draw to it men with greater initiative and with more willingness to re- 
define the methods of industrial organization. 


Aside from these tendencies, analogous to internal diseconomies of scale for 
the firm in traditional economic analysis, there are also examples of cities de- 
pendent for their growth upon physical resources subject to depletion and in- 
creasing costs: for instance, the anthracite coal industry of Pennsylvania. 





23, See Joseph A. Schumpeter, Business Cycles, New York, 1939, Vol. I, 
pp. 101, 134, 303, 387, et passim. 





See Paul B. Gillen, The Distribution of Occupations as a City Yardstick, 
New York, 1951. 





McLaughlin, Op. cit., p. 249. 
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So far, competition has been described only between new and old Cities, 
the continual increase in new cities leading to retardation in the growth of 
old ones. But competition in the sense of striving for influences over hinter. 
land is pervasive among the cities of all sizes. In fact, the chief economi, 
objective of a city over time in this interpretation is to expand its own sphere 
of influence. The relative scarcity of resources in all parts of the system at 
any given time exercises a restricting influence on the growth of all Cities, 
and it is only through continual technical progress that the effectiveness iy 
the use of these resources increases and the non-farm population continues 
to grow. The share of these resources under the influence of a given City de. 
pends upon its ability to outdo its contemporaries. Insofar as one city suc. 
ceeds and grows rapidly, a tendency is set up for some other city to decline 
relative to it. The expense of effective response, that an older city suffering 
continual decline in its rate of growth must pay, is a change in its economic 
base, some large scale reorganization of its economic reason for being, This 
change may then lead to another phase of high growth, which proceeds at de. 
clining rates. The data collected for this study do not allow inquiry into this 
phenomenon. Of the three cities undergoing acceleration in growth rates, on, 
Berkeley, California, is essentially a part of San Francisco at present, If it 
population is included with that of the larger city, the rate of increase of the 
combined total would be declining. Baton Rouge, Louisiana, originally a cep. 
ter of state government, found its growth abnormally stimulated during Worl 
War II by the location of a large air force base. Excluding this decade, the 
growth of Baton Rouge would reflect retardation. Norfolk, Virginia, the thir 
city among those 100,000 or more in size in 1950 with accelerating rates of 
growth, is perhaps an example of sucha large change. For a Naval Operatiy 
Base was located in Norfolk in World War I, and this base, together with 
other government activity connected with the two wars has stimulated the 
growth of this port out of proportion to the size of its hinterland of influence, 


Finally, the data chosen for this study do not allow investigation of dec- 
adent cities. The earlier inquiry into the distribution of the number of cities 


by their sizes suggested that some cities have declined and died out, the forces 


making for the retardation in their growth not relenting until the cities were 


driven to extinction. In one respect a study of cities that have grown, decline, 
and then died out is an integral part of a study of retardation. The relative fre- 


quency of this occurrence and the locational characteristics of such places 
are important pieces of the mosaic of city growth that must for the present rt 
main missing. 


IV. Conclusions 


Retardation in percentage growth rates appears to be a general tendent) 
of the growth of cities with 100,000 or more inhabitants in the United States 
1950, and one may suppose that this tendency operates upon the growth of mos 
"successful" cities in the nation; that is, most places of 10,000 or more in 
size in 1950. Retardation is not continuous, however, but is interrupted by 
wavelike movements in the rates of growth from year to year. Cities with 


high average growth rates over time usually show an advanced stage of retard: 


tion, and there is a suggestion that the retardation rates of younger cities a 
higher than those of older ones. 
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Rapid growth in the total population and decline in the rate of growth of 
individual cities go together, and each is a characteristic of a progressive econ- 
omy. The continual increase in the number of cities tends to réstrict the areal 
sphere of influence or the commodity range of influence of existing cities. The 
faster the new cities grow, the more difficult it becomes for existing cities to 
maintain their rates of growth. The phenomenon is consistent with the notion of 
a system of cities and may be interpreted as the continual substitution of new 
cities of a given size for old ones of that size within the system. The improve- 
ments in technology that occur in a progressive society release workers from 
agriculture. Net rural-urban migration occurs, the movement toward the cities 
resulting in a competition among the cities for people. The superior opportun- 
ities offered by new cities leads to superior ability to attract new migrants and 
therefore to grow. Similarly, free floating capital tends to migrate to new cit- 
ies in search of superior return. New capital and labor being usually more effi- 
cient, the new products and new processes which are the fruit of their combina- 
tion exert a retarding influence upon the consumption of the products. of older 
industries, further retarding the rate of growth of the cities containimg them. 


There is no indication among these large cities of any tendency for a city 
to reach a certain size and stay at the same size. Although none of these cities 
has undergone a persistent decline, they being the largest cities in the nation, 
evidence seen in the earlier study of the rank-size rule reflects the fact that 
cities which fail to grow soon begin to decline. The data are not adequate to 
generalize, but all indications are that no city is spared the pressure of compe- 
tition despite what might appear to be a monopoly over a certain territory. For 
a certain portion of the population of that territory and the capital invested in 
it become free to move from time to time. 


Finally, there is a suggestion in the data that new cities are tending to 
pass through the successive stages of development more rapidly. The free and 
mobile element of the population has gained increasing power to move from 
modern standards of living and means of transportation; free, floating capital 
has gained almost perfect mobility in the modern money markets; and the in- 
creasing efficiency of construction industries of various types allows for swifter 
exploitation of new opportunities for a city to be born and rapidly grow up. 


The existence of a parallel between the growth of cities and the growth of 
industries is itself an important conclusion of the study. Time appears to af- 
fect the growth of a city in a manner not essentially different from the way in 
which it appears to affect the growth of an industry. Because of the paucity of 
data it is difficult to make generalizations about the proportion of decadent indus - 
ities or cities. But common knowledge suggests that cities as well as industries 
decline and disappear altogether in some instances. The notions of divergence 
and retardation of rates encompass aspects of the growth of population as well as 
production, It seems reasonable to assume that these changes in population and 
industrial production are simply different aspects of the growth of an economy. 


Carl H. Madden 


federal Reserve Bank of New York 
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APPENDIX I 


Note: The Measurement of Retardation 





The method used to measure retardation in the growth of cities is due, 
A. F. Burns (op. cit., pp. 97-104). One way-that retardation in the growth of 
cities may be observed is to plot the size of cities on a logarithmic vertica) 
scale of a graph and time upon the horizontal scale. Retardation may be des. 
cribed mathematically by fitting a curve to the sizes of the cities that will rey.) 
decreasing rates of growth each decade. The logarithmic parabola allows fy 
the possibility either of acceleration or retardation in the rates. To fit the loy. 
arithmic parabola to date one may fit a straight line to the logarithms of the 
rates expressed as ratios. It is then possible to read off the decade rate of». 
tardation from the antilog of the slope of the straight line. 


The logarithmic parabola, that is, log y = c + (log a)x t ear reports 
directly through log b (which is the second derivative of log y with resnct 
to x) the degree of retardation (or acceleration)... The.. . percentage nt 
of retardation...may now be obtained from the formula: 100 (b - ]), 
That this is the correct expression may be shown easily. Differentiatix 
log y with respect to x, we get log Y = loga + (log b) x. Taking antilys, 
we have Y = ab*, Since log b is at the same time the first derivative of 
the straight line and the second derivative of the parabola, the percentay 
rate of retardation is given by 


l 


+ 
100 (ab™— = ab*) 


which reduces to 100 (b - 1). [Pp. 97-98]. 


The fitting procedure is as follows: (1) The decade percentage rates of 
change of the cities are written as ratios (for example, 1.232 and not 23,2 pe- 
cent). (2) A straight line is fitted to the logarithms of these decade rates byt 
method of least squares, the equation being log Y = log a + (log b) x, where! 
refers to the decade rates and x to the decades. If the equation of this straigit 
line were integrated, the equation of a parabola fitted to the logarithms of the | 
original data would be obtained, except for a constant of integration. This st 
is not necessary, for the decade rate of retardation can be obtained directly 
from the antilog of the slope of the straight line, the first derivative of the 
straight line being the second derivative of the logarithmic parabola. (3) Th 
third step is to take the antilog of the slope of the straight line; the number 0 
tained is the decade percentage of retardation. 
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POPULATION AND ECONOMIC DEVELOPMENT IN NEW ZEALAND 


Throughout its history New Zealand has grown in numbers. After the 
first troubled years of settlement, there have been only two periods--the de- 
pression of the late eighteen-eighties and the more recent depression of the 
early nineteen-thirties--in which the rate of increase has slackened. In the 
eighties there was an exodus of population. At the same time the first signs 
of a falling birth rate began to appear. With the return of rising prices and 
prosperity, the inward movement of migration was resumed, but the birth 
rate continued to decline. The crude rate per thousand of the total population 
fell from 39. 88 in 1871-75 to 16.98 in 1931-35. The death rate has also fal- 
len, from 12.67 to 8,23; but in the depression years 1931-35, the rate of nat- 
ural increase was less than a third of what it had been sixty years earlier-- 
8,75 as against 27.21 per thousand. 


The depression caused another exodus. In four years, 1932-35, the 
excess of departures over arrivals was nearly 10,000. The birth rate contin- 
ued to fall and with an aging population the death rate showed a slight tendency 
to rise, so that economists began to speculate on the prospect of a stationary 
population, When account was taken of the age-distribution of New Zealand 
sonnet was evident that in the depression years this prospect was close to 
reality. 


After 1935, however, the birth rate began to rise again, at first slowly, 
but after the war more rapidly, till it appeared to stabilize at a level approxi- 
mately fifty percent higher than that of the depression years. This phenomenon, 
which is apparent also in Australia, the United States, and other countries of 
high prosperity and social security, is unique in history. Expansion of popula- 
tion is normally caused by a fall in the death rate preceding a fall in the birth 
rate, This was the case in England in the 18th and 19th centuries. The accel- 
erating population increase which in the 20th century spread virtually over the 
entire world was caused primarily by improved nutrition and the spread of pre- 
ventive medicine, reducing the death rates sharply, while birth rates remained 
high or fell more slowly.2 In 1935, however, the New Zealand death rate was 
still the second lowest in the world. 3 For many years it had been the lowest. 

In 1933, it had declined to 7.99 per thousand, but the result of preceding 





G, C, Billing, ''Some Economic Effects of a Stationary Population", Eco- 
nomic Record, December 1935, 





Cf. C.-E, A, Winslow, The Conquest of Epidemic Disease, New York; 
and M. K, Bennett, The World's Food, New York, 1954, Part I. 








In 1945-53, other countries with a more favorable age-distribution of the 
population registered lower rates. The lowest rates were: Israel 6.6; 
Netherlands 7. 6; Norway 8.7; South Africa 8.8; Canada 8.9, Denmark 9.0; 
New Zealand 9. 2; Australia 9.5; United States 9.6. 
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decades during which the birth rate had fallen steadily was an upward shift in 
age-distribution, so that the crude death rate rose slightly. 


In the most recent period, since the end of the second world war, the 
rate of population increase has been among the highest in the world, averaging 
2.37 percent annually over the years 1945-51. The net rate of reproduction — 
runs above 1.6. The population increase is partly due to a deliberate Policy of 


encouraging and assisting immigration; but the main cause has been the 50 per- 


cent rise in the birth rate. 


Population Increase 1921-1950 (in Thousands) 











Years Natural Increase Immigration Total Increase 
1921-25 94 49 143 
1926-30 85 25 110 
1931-35 78 -6 72 
1936-40 68 12 80 
1941-45 81 3 84 
1946-50 155 23 178 
1951-55 156 72 228 


In large part this represents a voluntary change in the attitude of women 
towards enlarging the size of the family. The higher birth rate has persisted 
too long to be ascribed to earlier war marriages. Rising prosperity has played 
a part; but it is difficult to resist the conclusion that increased social security 
is mainly responsible. In New Zealand, earning capacity for most menisas 
high in early as in adult life. State assistance is available for housing, as well 
as complete medical care and unemployment, invalidity, children's, widow's, 
and orphan's benefits. Tue family is protected from misfortune beyond the 
control of the breadwinner. 


Moreover, the census of 1951 reported less than 18 percent of the female 
population engaged in paid employment, as against nearly 24 percent in 1936, 
One result of the social security legislation has been to free women from the 
necessity to work outside the home. It is also clear that even in conditions of 
high prosperity such as New Zealand enjoys, one result of social security ist 
reduce the restraints on population increase. This dramatic change from the 
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expectation of a stationary population to one of the most rapid increases inthe | 


world confronts New Zealand with significant policy decisions. Projections of 
population increase are notoriously hazardous, but it is obvious that provision 
must be made for much larger numbers in the foreseeable future. The offic 


= | 
estimates, assuming an annual net immigration of 10,000, run close to 3 mil- | 


lions in 1972, as compared with 2.1 millions in 1951, and these estimates 
have proved conservative at interim dates. 


The whole history of New Zealand is relevant to the issues, now world- 
wide, of economic development; but the evolution of policy in the recent past 
is particularly relevant. It should be clearly stated, therefore, that New 
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Zealand has been able to achieve rapid economic development, including a 
sharp increase in numbers approximating to a ''population explosion", primar- 
ily asa result of expanding income from the primary producing industries 
which furnish its exports, It has done so ina favorable conjuncture of rising 


e prices for the animal materials and food products it is bested fitted to produce. 
gin | A remarkable increase in export receipts has enabled it to import the raw 

m | materials and equipment needed for a considerable expansion of secondary 

cyoi | industries and tertiary services. 

) per- 


After 1933 it did not borrow abroad; but substantially reduced its 
overseas debt. In 1954 loans were floated in London and Washington to pur- 
chase special machinery for development of forest industries. This is the 
principal exception in recent years to the rule that New Zealand has provided 
its own capital for national services and construction. It has also attracted 
private capital from abroad (mainly from the United Kingdom), but has not 
offered any guarantees or special privileges and has treated such capital as 
subject to the same legal conditions and taxation as domestic capital, 


| is) 





New Zealand has not needed any program oftechnical assistance. Where 
research facilities or practical know-how were lacking, it was able to hire 
what was needed or more often to send its own people abroad either for con- 
sultation or for training. It has indeed provided a number of technicians to 
the United Nations organizations, to the British colonial service, and to the 
Colombo plan countries, out of all proportion to the size of its population. 
There is room for criticism of the educational and research facilities in the 
country itself; but the ability to provide an attractive climate for private 
omen | capitalinvestment, to furnish the bulk of its own capital needs, and to orga- 
sted | nize the technical requirements for development were all dependent upon the 
played stable political and legal institutions and the educational facilities established 
urity byaliterate democracy, The essential condition of economic development 





$a8 isnot capital but organizing ability. The key to progress lies in the trained 
s well | capacities of people, not in material resources, 

ow's, 

he Because of the industry and ingenuity of its people, New Zealand has 


been able to provide for increasing numbers not only higher consumption lev- 
els and greater leisure, but also an extraordinary measure of protection 

against illness, dependency, and other causes of social distress beyond indi- 
936, vidual control, It was able to afford them because of its high productivity. 

the The extensive development of secondary industry behind the shelter of ex- 

nsof | change control was also made possible by the prosperity of the primary expor- 
yist? | tingindustries. The secondary industries use imported materials. To buy 


‘emale 


1 the those materials they use the exchange earned by the exports of the primary 

in the | industries. Moreover, purchasing power in the home market is still greatly 

ns 0! | influenced by the prosperity of the primary industries. It was New Zealand's 

fision ability to produce increasing quantities of exports to meet the demands of a 

fice | tising market that enabled the secondary industries to expand. 

;mil- | 

s The New Zealanders have never hesitated to use the machinery of 

government for economic purposes. Practically all of the public utilities-- 

- tailways, dome stic airways, telephones and telegraphs, water, gas, electric 

orid- 


power, broadcasting--are state-owned and managed. There are some minor 
slate enterprises, such as coal mines. Much of the financing of land settle- 
nent and home building is done by the state, which also does the conveyancing 


a st 
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and provides other legal services, such as those of the Public Trustee, Unde | bree 


the Labour government,there was a considerable venture in state housing, ative 
When afforestation reached the stage of harvesting, the National governmey | ing I 
did not hesitate to set up a corporation with public as well as private Capital | dairy 
and direction to negotiate foreign loans and technical instruction, and to cop. | lized 
struct the public works necessary to facilitate the manufacture of newsprint deal 
and kraft pulp as well as sawn timber. made 


Yet when all these ventures in stage enterprise are listed, it still re. 
mains true that the economic structure of New Zealand is, and always has 
been, even during the Labour regime, solidly based upon capitalist free ep. 
terprise. This is true both of the primary and of the secondary industries, 
The bulk of the best land is freehold. The pastoral industries have been de. The | 
veloped by individual initiative. As elsewhere, the state has financed resear, | Berk 
and education, but the new methods of pasture management have depended op 
the readiness of the farmers to experiment with and apply the results of re. 
search. The use of airplanes to improve pasture lands has been developed by 
private operators. The meat-packing industry is in the hands of private com. 
panies. The dairy industry is almost wholly cooperative. The Labour exper. 
iments in state marketing came to an end in 1949. Control was returned to 
the producers, and in 1953 the Department of Marketing was abolished, The 
other secondary industries are privately owned also, though many, if not 
most, of them have grown up under the shelter of tariff protection and, since 
1938, of exchange control. 





New Zealand experience, therefore, should not be interpreted as sup- 
porting the belief that inflation or welfare legislation or tariff protection can 
raise living levels. These are the consequences, not the cause, of economic 
development. What has made possible increased consumption, social secur- 
ity, and greater leisure, as well as secondary development, is the higher 
productivity (and higher prices) of the exporting industries. 


Production is still a moreurgent problem than distribution. Individual 
enterprise and industry is the secret of productivity. The state can help; but | 
unless it provides a firm basis of security, freedom, and justice for the ind- 
vidual, it neglects its primary function. Education and research are also 
primary tasks. The provision of public utility services and of undertakings 
beyond the capacity of private enterprise must depend upon the political sta- 
bility and technical capacity of the institutions available. With a long tradi- 
tion of efficiency, publicity, and probity, government in such a country as 
New Zealand can profitably engage in activities that might in less fortunate 





circumstances lead quickly to inefficiency and corruption. 


It is easy to exaggerate the importance of the fact that the settlers in | 
New Zealand were able to multiply and prosper in a new country. It was also 
an empty and in many respects an unpromising country. The soil was not 


particularly fertile. The native grasses were not especially palatable. There 
were no animals. Itis true that the climate was suitable for pastoral indus- 
try; but the settlers had first to discover this and then to develop new meth- 

ods of handling sheep and cattle. Indeed, the whole economy has been cre= 

ated from the soil up. The grasses now sown are the product of long experi 
mental breeding, and their management has evolved by experiment. The 
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breeding and care of the animals also has gone through a long process of cre- 


ative evolution. Mechanization of farm processes such as shearing and milk- 


| ing has been adapted to local conditions. The cooperative organization of the 


| 
| 


} 

















dairy industry and the corporate organization of the meat industry have uti- 
lized foreign research and experience, but they have also contributed a great 
deal to that experience. New Zealand today is what the New Zealanders have 
made it, The prime resource has always been the capacities of its people. 


John B. Condliffe 


The University of California 
Berkeley 





